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MANCHESTER  STATISTICAL  SOCIETY. 


Wages  and  Hours  of  Working  in  the  Coal  Industry  in 
France,  Germany,  and  England. 

By    Professor    J.     E.     C.     Munro. 


Read  December  9,  189 1. 


One  of  the  important  aspects  of  the  proposal  to  reduce  the  hours 
of  labour  in  coal  mines  is  the  probable  effect  any  reduction  might 
have  on  foreign  trade.  It  is  assumed  by  many  writers  and  speakers 
that  the  long  hours  and  low  wages  paid  on  the  Continent  give  a 
special  advantage  to  the  Continental  producer,  and  it  is  urged  that 
any  reduction  in  the  hours  of  mmers  in  England  will  affect  our 
export  trade.  I  propose  to-night  to  direct  your  attention  to  the 
economic  position  of  the  miner  in  France  and  Germany — two 
countries  that  possess  a  substantial,  though  not  a  large,  supply  of 
coal.  I  restrict  myself  to  these  two  countries  partly  because  time 
will  not  permit  a  detailed  examination  of  the  wages  and  hours  of 
labour  elsewhere,  and  partly  because  the  necessary  facts  and  figures 
can  be  easily  ascertained. 

France. 
The  total  production  of  coal  in  France  during  the  year  1889 
amounted  to  22,603,000  tons,  composed  of  20,851,000  tons  of 
coal,  1,321,000]  tons  of  anthracite,  and  431,000  tons  of  lignite. 
No  less  than  35  per  cent  of  this  amount  was  raised  in  the  coalfields 
lying  to  the  north,  and  known  as  the  Nord  and  the  Pas-de-Calais. 
But  France  cannot  produce  all  the  coal  she  requires,  and 
10,551,000  tons  were  imported  in  that  year  from  Belgium,  Ger- 
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many,  and  England.  English  coal  is  gradually  supplanting  both 
Belgian  and  German  coal,  and  I  am  informed  that  during  the 
first  six  months  of  the  present  year  the  import  of  coal  from  Eng- 
land has  increased  six  per  cent,  whilst  the  import  from  Germany 
has  decreased  5*9  per  cent,  and  that  from  Belgium  0*4  per  cent. 
This  importation  of  foreign  coal  occurs  in  spite  of  a  duty  of  is. 
per  ton,  and  is  clear  evidence  of  the  difficulties  that  arise  in  work- 
ing French  mines,  and  of  the  special  facilities  possessed  by  Eng- 
land as  regards  transport. 

The  total  number  of  workers  employed  in  French  mines  was 
105,000,  divided  as  follows : — 


Men. 

Women. 

Under  16 
Years. 

Total. 

Underground 

Overground    

f)q,8ob 
^4,100 

3,400 

4,300 
3,400 

74,100 
30,900 

Total   

93>900 

3i400 

7,700 

105,000 

The  number  of  working  days  in  the  year  was  292,  or  an  average 
of  5  "5  7  per  week,  and  the  average  daily  wages  of  all  workers, 
under  and  over  ground,  was  just  over  3s.  id.  per  day. 

The  following  table  gives  the  average  output  and  wages  in  the 
different  districts : — 


District. 

Annual  Output  in  Tons 
per  Worker. 

Day  W 

ages. 

Underground 
workers. 

All 

workers. 

Underground 
workers. 

Day 

workers. 

St.  iltienne 

350 
256 

324 
326 
332 

278 

211 

229 
170 
189 
209 
254 
195 
156 

3/1 1 

3/9i 

3/7 

3/6 

3/2S 

3/2S 

2/7i 

2/4i 
2/6 

2/lOi 

2/4i 
2/6 
2/6 
2/llJ 

Alais    

Le  Creusot  et  Blanzy... 

Aubin  et  Carmaux    

Nord  et  Pas-de-Calais  ... 

Commentry     

Lignites  de  Fuveau  

General   average    

305 

215 

3/4 

2/5^ 
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The  wages,  it  will  be  noticed,  are  highest  in  Saint  Etienne  and  in 
Alais,  but  it  seems  that  the  coal  has  to  be  sorted  by  hand  in  these 
districts,  and  therefore  prices  and  wages  are  high.  Taking  all 
workers  together,  the  coalfields  of  the  "  Nord  "  and  the  "  Pas- 
de-Calais"  yield  the  highest  output  per  man — viz.,  254  tons,  as 
compared  with  the  general  average  of  215  tons,  and  the  variations 
in  wages  are  to  be  accounted  for  by  the  varying  conditions 
under  which  the  work  is  carried  on  from  basin  to  basin  and  the 
greater  or  lesser  supply  of  miners. 

I'he  wages  of  hewers  are  usually  fixed  "  by  the  job,"  or  by 
measure  of  the  coal  hewn.  They  do  not,  as  in  England,  tend 
to  vary  with  the  price  of  coal,  and  until  lately  they  tended  to  be  a 
fixed,  unvarying  sum,  but  during  the  recent  rise  of  prices  the 
tendency  has  been  to  raise  wages.  In  the  present  year  they  are  at 
least  20  per  cent  higher  than  in  1889.  I  am  informed  that  the 
hewers  in  the  North  of  France  are  now  earning  on  the  average 
4s.  3fd.,  mechanics  3s.  6d.,  and  boys  is.  6d.  per  day.  In  addition 
to  their  wages,  the  miners  have  the  advantage  of  free  coal,  or  coal 
at  reduced  prices,  cheap  houses,  medical  assistance — advantages 
that  have  been  estimated  as  equivalent  to  4d.  per  day. 

The  hours  of  hewers  are,  as  a  rule,  eight  hours  at  the  face — that 
is  to  say,  eight  hours  excluding  the  time  taken  going  down  and 
coming  up.  It  is  estimated  that  an  hour  is  required  for  descending 
and  ascending,  so  that  we  may  conclude  that  the  hours  of  hewers 
are  nine  from  bank  to  bank.  Other  underground  men  and  all 
surface  men  work  ten  hours. 

Germany. 

The  total  production  of  coal  in  Germany  in  1888  was  65,386,100 

tons.     Of  this  amount  59,472,500  tons  was  raised  in  Prussia.    The 

productiveness  of  the  different  Prussian  coalfields  was  as  follows  : — 

1 888.  1889. 

Dortmund , 33,223,614  33,855,110 

Silesia   17,642,284  19,000,875 

Aachen  and  Saarbriicken 8,086,713  7,982,544 

gafz  497,295         572,993 

Halle 22,595         25,469 

59,472,501         61,436,991 
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The  Dortmund  district  is  the  centre  of  the  coal  industry  in 
Germany,  and  it  is  this  district,  if  any,  that  enters  into  competition 
with  us. 

The  method  of  regulating  wages  is  as  follows  : — A  body  of 
miners  agree  with  the  managers  of  the  mine  to  do  a  particular 
piece  of  work,  measured  either  by  volume  or  weight,  at  a  certain 
price.  The  amount  agreed  on  varies  with  the  greater  or  less 
difficulty  of  working  the  coal,  the  thickness  and  purity  of  the  bed, 
the  quality  of  the  surrounding  soil,  the  temperature,  &c.  One 
result  is  that  the  monthly  earnings  of  the  miners  fluctuate  consider- 
ably, according  as  the  conditions  prove  favourable  or  not.  The 
contract  is  usually  binding  for  one  month,  when  it  may  be  renewed. 
This  method  of  fixing  wages  appears  to  have  been  adopted 
generally  throughout  Prussia.  Contracts  are  entered  into  every 
month,  the  conditions  being  inserted  in  the  "contract  book."  At 
the  beginning  of  the  month  a  certain  sum  is  paid  to  the  miners  on 
account,  the  principal  payment  being  made  after  the  middle  of  the 
month.  Comi^laints  are  often  made  against  the  system  by  the 
miners.  It  is  alleged  that  the  conditions  are  at  limes  altered  by 
the  employers  after  the  work  begins,  and  that  advantage  is 
usually  taken  by  the  employer  of  the  vagueness  in  the  terms  of 
the  contract.  There  is  no  doubt,  however,  that  the  system  is  a 
great  advance  on  the  old  custom  of  fixing  wages  "by  auction." 
Until  very  recently  it  was  usual  in  the  Saarbriicken  and  Aachen 
districts  to  sell  the  right  of  working  to  that  body  of  miners  which 
would  offer  to  do  it  for  the  least  amount  for  three  months.  The 
workmen  were  of  course  tempted  to  bid  against  each  other,  and 
wages  consequently  were  low.  As  a  rule,  however,  a  certain 
normal  rate  was  usually  followed.  The  aversion  of^the  miners  to 
such  a  mode  of  fixing  wages  led  to  its  abolition  in  recent  years. 

This  old  system  is  not  unknown  in  England.  Mr.  Price,  in 
describing  the  method  of  fixing  wages  in  Cornwall,  says  : — 

'  On  the  setting-day  the  men  employed  in  the  mine,  together 
with  those  who  have  come  from  other  places   desirous  of  work, 
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assemble  round    the   '  account-house,'  or,  it  may  be,  a  platform, 
where  the  chief  agent  or  'captain'  takes  his  stand.     The  proceed- 
ings begin    with    the   reading  of  the  rules  and  conditions  under 
which  the  work  of  the  mine  is  conducted,  and  these  '  rules '  are 
termed  the  '  general  article.'     Then  follows  a  public  auction,  cr 
*  survey '  as  it  is  called.     The  captain  states  that  a  certain  amount 
of  work  is  to  be  done  in  some  part  of  the  mine  for  the  purpose  of 
preparing  the  way,  that  a  '  shaft,'  for  instance,  is  to  be  'sunk,'  or  a 
'level  driven.'     He  says  that  part  of  this  work  was  let   to  (say) 
John  Thomas  and  his  '  pare  '  for  the  previous  period  at  so  many 
shillings  a  lineal  or  cubic  fathom  ;  and  he  asks  if  John  Thomas  is 
willing  to  take  the  work  on  these  terms  for  the  succeeding  period. 
John  Thomas,  who  is  called  a  '  taker,'  and  who  represents  a  body 
of  two  to  eight  men  or  boys,  who  work  together  and  constitute  a 
'pare' or  'pair,' as   it  is  somewhat  inconsistently   styled,   perhaps 
replies  that  he  is  willing  to  accept  the  proffered  terms.  The  captain 
then  inquires  whether  anyone  will  do  the  work  for  less,  and,  so  to 
say,  puts  it  up  to  auction  ;  and  the  bidding   proceeds  downwards 
according  to  the  practice  pursued  in  a  '  Dutch'  auction.     If  no  one 
is  willing  to  take  it  for  less,  the  work  is  '  knocked  down  '  to  John 
Thomas  ;  but,  if  anyone  is  wiUing,  it  is  given  to  the  lowest  bidder. 
The  bidding  is  closed  not  by  the  auctioneer's  hammer,   but  by  a 
pebble;  this  is  thrown  into  the  air  by  the  captain,  and  bids  may  be 
made  before  it  reaches  the  ground  ;  but,  when  once  it  has  done  so, 
the  last  bidder  is  considered  to  have  secured  the  bid.    The  bidding, 
however,  is  seldom  carried  to  so  low  a  point   as  the   captain  cno- 
siders  to  be  a  fair  equivalent  for  the  work,  and  consequently  the 
auction  merely  determines  the  order  of  option.     For  the  captain 
generally  declares  that  he  has  a  '  reserve  price,'  and  thinks  that  the 
work  can  be  done  for  less  than  has  been  offered ;  and  he  proceeds 
to  ask  John  Thomas,  or  the  man  who  has  obtained  the  priority  of 
option,  whether  he  is  willing  to  accept  these  lower  terms.     Should 
he  accept,  the  bargain  is  concluded,  and,  should  he  not,  it  is  offered 
to  the  man  to  whom  the  auction  assigned  the  second  choice  ;  and  so 
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on  until  someone  is  found  to  be  willing ;  or,  should  this  not  be  the 
case,  the  letting  of  this  part  of  the  work  is  postponed  until  the 
next  'setting-day,'  Should,  however,  the  bargain  be  concluded,  the 
men  go  to  work.  They  are  charged  for  all  the  materials  they  use, 
whether  in  the  shape  of  tools,  of  candies,  or  powder,  &c.,  and  for 
the  cost  of  hauling  the  rubbish  to  the  surface.  At  the  end  of  the 
period  for  which  the*  contract  is  let  a  balance-sheet  is  prepared  ; 
they  are  credited  with  the  amount  of  work  they  have  done,  and 
debited  with  its  cost,  and  frequently  also  with  a  subscription  for 
medical  attendance,  and  for  the  maintenance  of  a  club  which 
supplies  them  or  their  families  with  help  in  case  they  may  have 
sustained  'visible  hurts.'"* 

The  hours  of  labour  vary  in  different  parts  of  the  country. 
Underground  men  work  8  hours  at  the  face  in  Dortmund  and 
Saarbriicken ;  in  Aachen,  the  hours  are  9"6,  including  the  time 
taken  for  descending  and  ascending  ;  In  Upper  Silesia,  lo  per  cent 
work  8  hours,  33  per  cent  10  hours,  and  57  per  cent  12  hours  from 
bank  to  bank;  whilst  in  Lower  Silesia  12  per  cent  work  8  hours, 
and  88  per  cent  10  hours  from  bank  to  bank.  Overground  men 
work  10  to  12  hours. 

The  following  table  contains  details  of  the  wages  of  miners  : — 


Hewers. 

Other 
Under- 
ground 
men. 

Over- 
ground 
men. 

Boys 
under  i6. 

Women. 

Total 
Average. 

Dortmund  

S. 
4-00 
3-89 
3-32 
2-62 
2-62 

S. 
2-89 

3-07 
2-64 
2-27 
2  "47 

s. 

279 
286 
2-40 
2 -02 
2-J4 

S. 

1-23 
1-48 
I'I2 
0S5 
I '04 

S. 

1-26 
0-87 
1-27 

S. 

3 '50 
3-6i 
2-95 

2-29 

2-41 

Saarbrijcken 

Aachen    

Upper  Silesia    

Lower  Silesia    

These   figures    are  the  average    wages   per  day,   or  shift,   paid 
during  the  first  quarter  of  the  year  1890. 


*  "West  Barbary  ;  or,  Notes  on  the  System  of  Work  and  Wages  in  the  Cornish  Mines." 
By  L.  L.  Price 
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It  will  be  observed  that  the  wages  are  very  low  in  Silesia,  but 
that  in  the  Northern  coalfields  and  adjoining  the  Rhine  the  wages 
vary  from  3s.  4d.  to  4s.  per  day. 

Wages  have  been  rising  in  Silesia  since  1879.  The  Prussian 
Royal  Commission  on  the  condition  of  mines,  in  commenting  on 
the  low  wages  in  Silesia,  point  out  that  the  prices  of  food  are  much 
lower  in  Silesia  than  in  other  parts  of  Germany,  and  to  this  cause 
the  lowness  of  the  wages  is  partly  assigned.  The  mmers  in  Silesia 
are  really  better  off  than  other  workers  in  that  part  of  Germany. 
It  appears  that  in  1889  the  wages  of  spinners  (men)  were  2 •20s., 
of  wool  spinners  176s.,  of  brickmakers  1*503.,  of  machinists  2'20S., 
and  of  men  engaged  in  china  works  i'6os.,  all  per  day.  The  wages 
of  hewers  in  mines  are  decidedly  above  these  rates. 

It  must  be  remembered  that  in  Germany  the  State  compels  the 
owners  of  mines  to  contribute  to  various  funds  established  for  the 
benefit  of  the  miners,  such  as  the  fund  for  insuring  against  old  age 
and  accidents  ;  but  it  is  interesting  to  note  that  notwithstanding 
these  contributions  the  wages  of  miners  are  tending  to  rise. 

England. 

Let  us  now  turn  to  England.  Unfortunately  our  official  informa- 
tion on  the  subject  of  miners'  wages  is  far  behind  the  admirable 
statistics  published  by  France  and  Germany.  It  has  taken  the 
Board  of  Trade  five  years  to  collect  and  publish  the  figures  relating 
to  the  year  1885.  The  Home  Office  has,  however,  compiled  a 
valuable  return  on  the  hours  of  miners  [Mines  (Hours  of  Labour) 
1890,  No.  254],  and  the  Miners'  Federation  has  issued  a  detailed 
statement  of  hours  in  particular  pits,  which  is  printed  as  an 
appendix  to  the  Blue  Book  on  the  Hours  of  Labour,  issued  in 
1890  by  the  Board  of  Trade  [Trades  (Hours  of  Work),  1890, 
No.  375]. 

The  following  table  gives  the  average  weekly  hours  of  (i) 
hewers,  (2)  other  underground  workers,  and  (3)  surface  men : — 
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District. 


Clackmannan 

Edinburgh   

Fife,  Kinross,  &  Perth 

Haddington 

Lanark,  pt.  of 

Linlithgow  

Stirling,  pt.  of 

Ayrshire   

Stirling,  pt.  of     

Lanark,  pt.  of 

Dumbarton 

Renfrew  

Argyle  &  Dumfries    ... 

Cumberland    

Northumberland 

Durham,  pt.  of    

Durham    

Westmoreland,  &  N.R. 

Yorks   

Yorkshire 

Lancashire,  N.  &  E.  ... 

W 

Denbighshire  

Flintshire      

Derbyshire  

Leicestershire 

Nottinghamshire    

Warwickshire      

Cheshire  

Shropshire  

Staffordshire,  N 

S 

Worcestershire    

Breconshire,  pt.  of 

Glamorganshire 

Monmouthshire  

Somersetshire 

Gloucestershire 

Breconsnire,  pt.  of 

Carmarthenshire    

Glamorganshire 

Pembroke    


Hewers. 


Hours 
worked 

per 
week. 


591 
2,703 
5,170 

596 

11,662 

2,598 

2,228 

7)499 
845 

8,011 
792 
532 
205 

5,885 
11,840 

8,545 

24,178 

34,742 

18,557 

15.744 

3,421 

959 

17.470 

2,448 

10,159 

2,117 

1,171 

2,083 

8,467 

9,752 

1,393 

13,453 

1,582 

3,317 

403 

1,017 

13,453 


47'3 
47'9 
46-9 

387 

51 

49"5 

44-1 

48-1 

47-8 

46-3 

45'9 

49'3 

46-4 

46-5 
37"i 
39-4 

40-3 

44-0 
47-8 
45 'o 
46-4 
48-4 

47'4 
46-6 

47-3 
467 

45^4 
42-3 
467 
40-8 
40-8 

517 

49-2 
47  "o 
50-8 

52-2 

517 


iNien  and 
boys  con- 
veying 
minerals 
from  the 
face  to 
the  pit 
bottom. 


187 

988 

1,380 

153 

3,668 

938 

700 

1,071 

369 

2,331 

358 

243 

29 

1,924 

4,745 

4,909 

12,920 

13,442 
5,053 
5,730 

1,194 
462 

5,393 

741 

2,569 

i,32« 

486 

498 

3,859 

3,857 

550 

2,634 

1,382 
911 

41 
296 

8,253 
172 


Averatje 

Other 

No.  of 

under- 

hours 

ground 

per 

workers. 

week. 

45-1 

194 

49-2 

608 

47'5 

1,124 

39'2 

80 

523 

1,644 

49-6 

504 

45'4 

235 

49-0 

1,178 

50-5 

233 

46"! 

1,802 

47-5 

266 

47 '9 

161 

52-4 

46 

47-7 

966 

54-1 

6,481 

57'3 

4,858 

59'o 

10,767 

45  ^ 

8,190 

47-8 

4,479 

49-5 

6,330 

46-8 

936 

51-6 

288 

47'9 

2.815 

47-9 

538 

46-2 

2,189 

50-4 

538 

503 

121 

45-8 

159 

48-8 

2,112 

45-2 

2,245 

45-2 

320 

54 '4 

3,541 

54"0 

789 

49*5 

1,092 

52-2 

15 

49 '4 

203 

51-4 

14,086 

52-5 

52 

Average 
No.  of 
hours 

worked 

per 
week. 


5I-I 
47 '9 

47-0 
407 

56-1 
55  "4 
567 
500 
51-6 
51-5 
49-6 

54-8 
52-1 
47  9 
45 '9 
44  "4 


43-5 
47-S 
48-1 
46-8 
51-6 
49-0 
47-2 
48-0 
50*2 
48-8 
48-6 
49-8 
45*3 
45-3 

53 '4 

6o-8 
49*2 
51-3 
52-2 

51-5 
517 
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It  will  be  seen  from  this  table  that  the  hours  of  hewers  from 
bank  to  bank  vary  from  37  to  50,  as  compared  with  the  usual  54 
hours  worked  in  France  and  Germany.  The  hours  of  other  workers 
vary  very  greatly,  falling  as  low  as  45  hours  per  week,  and  rising  as 
high  as  60  hours,  as  compared  with  the  55  to  60  hours  worked 
abroad.  There  is  no  doubt  that  the  English  miner  works  a  fewer 
number  of  hours  than  the  Continental  miner. 

If  we  turn  to  wages,  we  also  find  that  the  English  miner  is  better 
off".  As  yet  the  Continental  miners  have  not  established  the 
principle  that  wages  should  rise  as  prices  rise,  and  though  wages 
have  tended  to  rise  abroad,  they  have  moved  very  slowly  as  com- 
pared with  wages  in  England.  Wages  in  England  are  at  the  present 
time  about  50  per  cent  higher  than  they  were  a  few  years  ago.  It 
appears  from  the  evidences  given  before  the  Royal  Commission  on 
Labour  that  the  wages  of  hewers  have  been  during  the  present 
year  as  high  as  7s.  a  day. 

In  the  "  Return  of  the  Rates  of  Wages  in  Mines  and  Quarries," 
recently  issued  [c.  6455,  of  1891],  the  average  wages  of  miners 
for  the  year  1885  are  stated  to  be  as  follows : — 

L    s.  d. 

Men I     2   II 

Lads  and  boys  c  10     g 

Women  082 

Girls    057 

Average 112 

These  figures,  we  are  told,  imply  constant  employment,  and  it  is 
suggested  that  a  deduction  of  10  per  cent  should  be  made,  so  as  to 
allow  for  loss  of  work  arising  from  short  time,  holidays,  sickness, 
and  similar  causes.  The  wages  of  hewers  appear  to  have  varied 
from  3 IS.  5d.  to  28s.  5d.  per  week. 

A  great  rise  in  wages  has  taken  place  since  the  year  1S85,  but  it 
would  not  be  overstating  the  case  to  say  that  in  18S5  wages  were 
as  high,  if  not  higher^  in  England  than  they  are  at  the  present  time 
in  either  France  or  Germany. 


lO  PROFESSOR    MUNRO    ON   THE   COAL    INDUSTRY. 

It  is  usual  in  a  statistical  paper  to  draw  conclusions  from  the 
papers  presented.  I  propose  to  depart  somewhat  from  this  excellent 
principle,  and  to  refer  first  to  certain  conclusions  that  ought  not  to 
be  drawn. 

In  the  first  place,  it  must  not  be  supposed  that  either  the  short 
hours  or  the  high  wages  that  prevail  in  the  English  coal  industry 
are  injurious  to  our  trade.  The  prosperity  of  the  miner  is  the 
result  of  the  prosperity  of  the  industry.  If  the  demand  for  coal 
falls  off,  or  if  the  supply  becomes  increased,  prices,  and  conse- 
quently wages,  will  fall. 

In  the  second  place,  it  must  not  be  supposed  that  the  low  wages 
and  the  long  hoars  in  ?Vance  and  (lermany  give  either  of  these 
countries  any  advantage  over  us.  Notwithstanding  low  wages  and 
long  hours,  both  France  and  Germany  have  to  import  coal  from 
this  country  to  a  substantial  amount.  During  the  year  1890 
France  bought  from  us  5,098,250  tons,  and  Germany  3,350,713 
tons. 

And  in  the  third  place,  it  must  not  be  supposed  that  the  position 
of  the  miner  is  necessarily  improved  by  either  the  State  control  or 
the  State  ownership  of  minerals.  In  both  France  and  Germany 
minerals  are  under  the  control  of  the  State,  but  wages  and  the  hours 
of  labour  are  longer  than  in  England,  where  the  minerals  are  the 
subject  of  private  ownership. 

The  conclusion,  then,  must  be  that  England  possesses  very 
special  advantages  as  regards  the  coal  industiy — advantages  that 
enable  her  to  export  to  both  France  and  Germany,  and  at  the 
same  time  to  pay  high  wages  and  to  exact  short  hours.  These 
advantages  are  at  hast  three  in  number — (i),  the  greater  richness 
of  our  mines  ;  (2),  the  greater  efficiency  of  our  labour;  and  (3), 
the  greater  facilities  we  possess  for  shipment. 
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Bank  Reserves,  the  Central  Stock  of  Gold,  and  £{  Notes. 

(Mr.  Goscheii's  proposals.) 

By  George  H.  Pownall,    Hon.  Sec.  Manchester  Statistical 

Society. 


Read  January  27tli,  1892. 


Mr.  Goschen  has  used  the  financial  crisis  of  1890  as  a  convenient 
opportunity  for  calling  public  attention  to  three  points  connected 
with  our  banking  system. 

First,  to  the  inadequacy  of  our  Banking  Reserves  ;  second,  to  the 
need  for  a  larger  Central  Stock  of  Gold  ;  third,  to  the  expedience  of 
an  issue  of  £1  notes.  Mr.  Goschen's  views  on  these  important 
matters  have  been  given  to  the  public  in  a  series  of  utterances, 
viz.,  at  Leeds,  in  January,  1891  ;  at  London,  in  his  address  to  the 
London  Chamber  of  Commerce,  on  the  2nd  December,  1891 ; 
and  in  his  letter  to  the  Governor  of  the  Bank  of  England, 
which  is  dated  December  3rd,  1891.     He  links  them  all  together. 

It  is  conceivable  that  the  question  of  an  issue  of  £1  notes 
might  be  raised  on  its  own  merits,  apart  from  the  greater  ques- 
tions of  Bank  Reserves  and  of  the  Central  Stock  of  Gold,  with 
which  it  is,  in  Mr.  Goschen's  proposals,  compulsorily  associated. 
In  this  scheme,  although  nominally  the  issue  of  £1  Notes  is 
the  cardinal  feature,  in  reality,  it  is  a  mere  peg  on  which  to 
hang  proposals  for  far  wider  and  greater  changes  in  our  monetary 
system.  In  the  same  way  the  expediency  and  the  necessity  of 
larger  Banking  Reserves,  a  thing  good  in  itself,  is  linked  with  the 
question  of  £1  notes,  with  which  it  has  no  natural  connection. 

B 
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Mr.  Goschen's  method  of  reaching  certain  desired  results  is, 
therefore,  the  point  to  which  criticism  should  be  directed. 
In  eSect  Mr.  Goschen  proposes  to  make  the  Bank  of 
England  the  agent  of  the  Government  in  bringing  to  the 
relief  of  commerce  in  times  of  need  the  help  of  the  National  credit. 
He  defines  the  agency  position  of  the  Bank  of  England  sharply 
by  insisting  that  out  of  the  issues  of  legal  tenders  to  be  so  made 
under  his  Act  (when  obtained)  no  profit  shall  accrue  to  the  Bank. 
I  tiust  that  you  will  bear  with  patience  my  shortcomings  in 
submitting  for  your  consideration  this  contribution  to  a  pressing 
business  question,  which  is  of  importance  to  us  all. 

It  was  only  the  request  of  our  President  that  induced  me  to 
ofiier  to  you  these  comments  which  have  been  written  after 
business  hours  at  a  busy  time  of  the  year.  I  propose  to 
commence  by  some  remarks  on  the  proposal  to  entrust  to  the 
Bank  of  England,  under  defined  circumstances,  the  power  to 
issue  notes  against  securities. 

The  Bank  of  England  Note  Issue. 

The  note  issue  of  the  Bank  of  England  is,  practically,  a  State 
issue  legal  tender.  The  issue  department  of  the  Bank  of  Eng- 
land has  no  vital  connection  with  the  banking  department.  To 
discuss  the  question  of  the  conditions  of  issue  of  notes  by  the 
Bank  of  England  without  clearly  keeping  this  fact  before  us  is 
to  ensure  confusion. 

When  we  speak  of  the  issue  department  of  the  Bank  of 
England,  we  speak  of  a  public  office  managed  by  the  Bank  of 
England,  under  arrangement  with  the  Government.  It  has  been 
said  that  the  Bank  of  England  regards  the  w^ork  of  issue  as 
unprofitable. 

The  real  Bank  of  England  is  what  we  call  the  "  banking 
department." 

Without  making  this  clear  mental  distinction  between  the 
issue  department  and  the  Bank  of  England,  it  will  be  exceedingly 
diflicult  to  discuss  the  matter  profitably. 
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Need  for  Larger  Reserves. 

I  begiu  with  the  admission  that,  iu  my  opinion,  the  banking 
community  should  hold  larger  reserves  than  they  have  in  past 
times  been  accustomed  to  hold,  but  I  apprehend  that  this  is  an 
opinion  almost  universally  held. 

Let  me  say  that  in  offering  this  opinion,  I  am  not  admitting 
anything  which  at  all  reflects  on  the  stability  or  the  solidity  of 
particular  banks.  Mr.  Goscheu,  I  believe,  woiild  be  the  first  to 
admit  that,  even  when  at  Leeds  he  painted  his  graphic  picture 
of  woe  to  come,  he  could  look  with  satisfaction  on  the  wonderful 
organisation  of  our  banking  system. 

The  truth  is  that,  in  this  matter,  as  in  many  more,  the  old 
order  has  changed,  and  we  have  not  sufficiently  thought  out  and 
acted  upon  the  consequences  of  the  new  conditions. 

I  do  not  under-rate  or  under-value  the  past  and  the  present 
services  of  the  Bank  of  England  to  trade. 

Since  the  Bank  Charter  Act  of  1844  gave  its  present  form  to 
the  Bank  of  England,  British  trade  has  advanced  by  leaps  and 
bounds,  and  in  a  thousand  directions  undreamed  of  then  our 
trading  operations  have  spread,  and  a  great  system  of  joint-stock 
banks  has  spread  over  the  country.  The  influence  of  these  changed 
conditions  must  be  reckoned  with. 

The  controversies  of  the  early  years  of  the  century  raged 
round  the  note  question ;  the  practical  spirit  of  our  time  has 
discarded  the  note  in  favour  of  the  cheque. 

Lessened  Use  of  Coin. 

Our  foreign  commerce  is  barter,  conducted  by  bills  of  exchange, 
and  this  has  become  true  also  of  our  internal  trade.  The  cheque 
and  the  clearing  system  have  elbowed  out  the  note,  and  made  gold 
and  silver  purely  the  wage  payer,  or  the  means  of  shopping  where 
there  is  no  personal  knowledge  to  justify  credit  in  any  of  its  forms. 

There  are  no  recent  figures  which  illustrate  this,  but  I  will 
quote  you  some  which  are  ten  years  old. 
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The  receipts  of  couutry  banks,  ten  years  ago,  in  261  places, 

were  : — 

Gold 12-41 

Silver  and  Copper  279 

15-20 

Bank  of  England  Notes  10-16 

Country  Notes 1-78 

Cheques  and  Bills    72-86 

100- 

In  London  the  use  of  coin  and  cheques  was  as  follows  : — 

Sir  John  Lubbock.  G.  H.  Pownall. 

1864.  1881. 

Coin   -6         -728 

Notes     2-6         2-039 

Cheques  and  Bills...     96-8         97-233 

100-  100- 

For  Tables  see  Appendix  Al. 

Estimates  have  been  made  by  different  authorities  as  to  the 
amount  of  gold  coin  circulating  in  the  country.  To  those  esti- 
mates I  shall  presently  refer.  But  I  think  it  important  here  to 
point  out  that  in  no  true  sense  of  the  word  can  the  coin 
in  the  pockets  of  the  people  be  regarded  as  Reserve.  It  is 
there  because  it  is  wanted,  in  the  absolute  sense  in  which 
a  house  is  wanted  for  shelter  or  food  is  needed  to  sus- 
tain the  energies  of  the  body.  Hoiv  is  it  a  reserve? 
The  daily  exchanges  of  the  country  require  it.  The  issue 
of  £1  notes  would  be  a  mere  substitution  of  representative 
money  for  coin,  and  not  a  real  addition  to  the  resources  of  the 
country.  Incidentally,  there  would  be  an  important  saving  of 
wear  and  tear.  To  say  that,  if  need  were,  the  money  in  the 
pockets  of  the  people  could  be  got  at  slowly  in  times  of  National 
calamity  is  to  say  that  it  could  be  put  to  a  use  equivalent  to  the 
use  a  man  makes  of  his  house  when  he  sells  or  mortgages  it  to 
pay  his  creditors.  Both  the  nation  which  thus  parted  with  its 
store  of  gold,  and  the  man  who  was  thus  forced  to  abandon  his 
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home,  would  be  nearer  poverty.  This  is  ransom,  not  reserve. 
We  have  to  bear  this  in  mind  when  we  come  to  consider  the 
question  of  an  issue  of  <£1  notes  and  the  service  which  that  issue 
is  to  be  called  upon  to  render. 

All  the  evidences  I  have  quoted  point  in  the  same  direction, 
namely,  to  the  conclusion  that  coin  and  notes  are  being  driven  out 
of  trading  operations. 

All  our  gold  is  practically  becoming  "reserve,"  except  that 
which  is  wanted  for  small  purposes.  The  hope  of  keeping  out  a 
■£1  note  circulation  clearly  lies  in  acclimatising  it  as  a  wage  payer, 
and  as  small  change.  To  keep  out  in  circulation  an  issue  of  large 
notes  there  must  be  some  natural  reason  for  their  existence. 

Relative  Smallness — Bank  of  England. 

The  Bank  of  England  in  1844  held  £8,000,000  of  private 
deposits ;  the  London  Joint-Stock  Banks  held  about  the  same 
amount.  There  was  then  some  reason  for  counting  her  as  the 
predominating  force  in  a  money  market  of  which  she  was  a  moiety. 
The  traditions  of  the  day  when  the  Bank  of  England  was  ilie 
bank  has  survived  to  our  time  and  thrown  upon  her  the  assumed 
duty  of  acting  as  the  guardian  of  the  public  credit  in  times  of 
commercial  distress. 

But  the  great  change  in  the  relative  size  of  the  Bank  of 
England,  and  of  the  banking  community  which  towers  around  her, 
has  made  it  no  longer  possible  to  ask  her  to  remain  the  ultimate 
recourse  of  trade  and  finance  in  times  of  panic.  What  are  the 
facts  of  her  position?     She  holds  (December  10,  1891) — 

£ 

Public  Deposits,  about 5,000,000 

Private  Deposits      „     30,000,000 


35,000,000 


But  these  private  deposits  include  the  balances  of  the  London 
Bank,  and  of  the  banks  at  the  nine  towns  in  which  she  has 
branches. 

The  Bank  of  England  does  not  now  separate  the  figures  in  her 
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returns,  but  up  to  1877  she  published  separately,  in  special  returns 
made  to  the   order  of  the    House  of    Commons,    the  amount  of 
money  standing  in  her  books  at  the  credit  of  the  London  banks. 
Here  are  some  of  the  details  : — 

Annual  Average 
of 
Annual  Average  of  London  Bankers' 

Total  Deposits.  Balances. 

£  £ 

•1844.-13,300,000  900,000 

1850.-17,600,000  1,800,000 

1855.-16,800,000  3,000,000 

1860.-20,100,000  4,300,000 

1865.-20,700,000  5,000,000 

1870.-24,800,000  6,600,000 

1875.-26,413,000  10,324,000 

1876.-30,497,000  11,851,000 

1880.-32,950,000  

1885.-33,451,000  

1890.— 

*  From  Mr.  R.  H.  Inglis  Palgrave's  Tables. 

The  Bank  of  England  and  the  Bankers'  Balances. 

The  Bank  has  become  more  and  more  a  bankers'  bank,  and  her 
reserve  has  been  a  reserve  of  bankers'  reserves. 

I  do  not  now  know  what  proportion  of  her  deposits  are  bankers' 
deposits,  but  I  have  thought  the  matter  over,  and  do  not  see  reason 
for  doubting  that  the  percentage  borne  by  the  bankers'  balances  to 
the  total  of  her  deposits  is  now  higher  than  it  was  in  1877,  when 
she  ceased  to  give  a  separate  return. 

It  is  interesting  and  important   to  recall  that  no  less  than  61 
times  between  1847  and  1877  the  reserve  of  the  Bank  of  England 
was  not  sufficient  to  meet  the  London  bankers'  balance. 
Mr.  Palgrave  gives  the  details  : — 

In. 

1847 
1856 
1857 
1858 

1865 

It  should  be  remembered  that  the  Bank  of  England  may  trade  at 
her  discretion,  as  banker,  with  the  balances  of  the  London  bankers — 


No.  of  times. 
1 

In. 
1866  . 

1871  . 

1872  . 

1873  . 

1874  . 

No. 

of  times. 
..   20 
..     4 
...     1 
..     6 
..     6 

In. 

1875  .. 
1877   ., 

Total.. 

No. 

of  times 
..      9 

2 

..     2 

7 

2 
1 

.,   61 

THE  CENTRAL  STOCK  OF  GOLD,  AXD  ONE  POUND  NOTES.    19 

indeed  with  all  money  entrusted  to  her.  They  are  part  of  her 
deposits — her  trading  means.  We  have  now-,  as  I  have  said,  no 
means  of  measuring  accurately  the  amount  of  bankers'  money 
held  by  the  Bank  of  England,  but  the  following  figures,  giving  her 
lowest  reserve  in  each  year  since  she  ceased  to  make  a  separate 
return  of  the  London  bankers'  balances,  may  help  us  to  under- 
stand the  extent  of  her  connection  with  bankers'  money.  In  1876 
London  bankers'  balances  highest  point  ■£17,239,000,  July  26th; 
lowest,  2nd  February,  £7,661,000. 

Lowest  Reserve.  Private  Deposits. 
£                                               £ 

Oct.  16,  1878  8,517,000     27,321,000 

Jan.    1,    1879  10,306,000     31,118,758 

Dec.  22,  1880  13,624,000     23,673,028 

Oct.  12,  1881  9,918,000     26,010,287 

Feb.    1,   1882  9,175,000     24,062,000 

Jan.    3,    1883  9,684,000     25,927,0u0 

Nov.    5,  1884  9,517,000     23,597,000 

Dec.  30,  1885  10,782,000     27,788,000 

■    Dec.  29,  1886  10,133,000     24,138,000 

Jan.    5,    1887  10,229,000     23,945,000 

Oct.    3,    1888  10,302,000     23,853,000 

Dec.  24,  1889  9,590,000     22,633,600 

Jan.    1,    1890  9,308,000     28,004,000 

May    6,    1891  12,210,000     28,325,000 

It  is  a  fair  inference  that  on  some  of  the  occasions  when  the 
Bank's  "other  deposits"  have  stood  at  from  £23,000,000  to 
£31,000,000,  and  her  reserve  has  declined  as  low  as  £9,000,000  or 
£10,000,000,  that  reserve  would  not  have  sufficed  to  meet  the 
balances  of  the  London  bankers.  Deducting  alike  from  her 
liabilities  and  her  assets  the  London  bankers'  balance,  we  find  that 
on  one  occasion,  where  she  could  not  meet  the  London  balances, 
her  average  reserve,  to  meet  the  residue  of  "  other  deposits,"  has 
been  as  low  as  two  per  cent. 

This  reserve  of  the  Bank  of  England,  largely  made  up  of 
banking  deposits,  is  the  barometer  to  which  bankers  and  traders 
look  to  learn  if  the  financial  concerns  of  the  country  are  quietly 
prosperous,    or    if    there    is    the    slow    sinking    which   precedes 
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the  storm.  It  is  the  only  large  store  of  loose  mouey  in  the 
country. 

Tliere  is  nothing  peculiarly  steady  in  the  nature  of  these 
deposits.     As  we  have  seen,  they  are  largely  bankers'  money. 

Any  general  distrust  which  affects  the  internal  credit  of  the 
country  makes  itself  apparent  in  the  reserve  of  the  Bank  of 
England.  If  the  banks  are  called  upon  to  repay  money,  they 
must  call  it  in  from  places  where  they  have  it  on  deposit  or  on 
loan,  from  the  Bank  of  England,  from  bill  brokers,  from  the  Stock 
Exchange,  and  rightly  so ;  for,  if  these  measures  will  suffice,  it  is 
useless  to  incur  the  loss  of  selling  securities  when  the  market  is 
presumably  a  bad  one.      Let  me  make  the  bearing  of  this  clear. 

Take  the  item  "other  deposits"  in  the  Bank  of  England 
weekly  statement  as  £.30,000,000,  and  the  amount  of  the  bankers' 
deposits  at  £15,000,000  (the  amount  of  £15,000,000  may  be  too 
high  or  too  low). 

In  time  of  pressure  the  condition  of  things  which  in  thirty 
years  has  occurred  61  times  may  occur  again — that  is,  the  banking 
reserve  of  the  Bank  of  England  may  not  be  sufficient  to  meet 
the  bankers'  balances.  The  money  will  no  doubt  be  usefully 
employed  by  the  Bank  of  England  in  support  of  trade,  but  it 
would  not  be  available  (at  the  moment)  for  the  use  of  the  banks 
to  whom  it  belongs.  What  was  the  position  at  the  time  of  the 
Baring  crisis  % 

A  deposit,  even  at  the  Bank  of  England,  is  not  a  reserve.  A 
reserve  is  free  money,  or  the  certainty  of  obtaining  money.  Bank 
of  England  notes  in  the  till  or  the  strong  room,  held  in  excess  of 
the  average  requirements  of  a  business,  are  reserve.  They  are 
legal  tender  vmder  one's  own  control.  A  reserve,  as  the  homely 
proverb  has  it,  is  "  something  put  by  for  a  rainy  day." 

If  the  question  of  bank  reserves  is  to  be  thoroughly  examined, 
it  cannot  be  effectively  done  without  raising  the  question  of  the 
cnstody  of  the  reserves  of  the  country. 

The  Bank  could  only  repay  deposits  due  from  her  by  doing  what 
other  deposit  bankers  might  in  time  of  panic  be  called  upon  to  do. 
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that  is,  by  selling  securities.  No  one  can  blame  her  for  this. 
The  Bank  of  England  is  not  a  philanthropic  society.  It  is  a  trading 
body,  with  an  enormous  capital 

Even  if  her  reserve  were  so  reduced  that  it  was  all  bankers' 
money,  the  percentage  of  cash  to  deposits  might  be  high.  But 
the  point  to  be  remembered  is  that,  great  or  small,  that  reserve  is 
the  only  lai'ge  store  of  unemployed  cash  in  the  country.  It  is 
impossible  to  ask  the  Bank  of  England  to  bear  a  greater  share  of  the 
burden  of  sustaining  credit  than  she  now  does. 

Our  Reserve  System  a  System  of  Chance. 

But  our  present  system  is  a  leaving  of  matters  to  chance.  The 
first  great  call  for  cash  falls  at  the  only  place  where  any  considerable 
sum  of  loanable  capital  is  accumulated,  viz.,  the  Bank  of  England. 
It  is  true  that  the  banks  may  have  money  at  call  there — it  may  be 
their  only  cash  reserve ;  but  if  it  is  largely  employed  by  the  Bank 
of  England,  as  other  deposit  money  is,  then  it  may  happen  that 
just  when  the  money  is  most  wanted  it  would  not  (at  once)  be 
available. 

Let  us  assume  that  the  banks,  as  a  matter  of  settled  policy, 
kept  15  per  cent  of  their  deposits  in  cash  reserve,  that  is  to  say, 
about  £60,000,000  to  £90,000,000,  where  should  that  reserve  be 
kept?  These  figures  include,  of  course,  the  Bank  of  England, 
and  the  whole  of  the  banks  of  the  United  Kingdoms — England, 
Ireland,  and  Scotland.  If  it  goes  to  the  Bank  of  England  it  becomes 
deposit  money — to  be  used  in  trade.  The  banks  would  get  no 
direct  benefit,  they  would  receive  no  interest  on  the  money,  and, 
as  a  hanking  power,  the  Bank  of  England  would  be  enormously 
strengthened.  More  than  ever  its  management  would  become  an 
object  of  public  solicitude.  But  the  banks  as  a  community  would 
not  gain  their  object.  They  would  have  a  considerable  proportion 
of  their  own  deposits  out  on  deposit  without  interest,  and,  follow- 
ing precedent,  the  Bank  of  England  might  probably  keep  40  per 
cent  of  these  exceptional  deposits  in  reserve,  and  trade  only  with 
60  per  cent  of  them.     With  this  result  the  trading  means  of  the 
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Biink  of  England  might  be  increased  by  some  £36,000,000  to 
£54,000,000,  her  reserve  by  some  £24,000,000  to  £36,000,000, 
but  she  might  again,  on  a  lai'ger  scale,  be  unable  to  pay  the  bankers' 
balances. 

The  bankers'  balances  at  the  Bank  of  England  (except  that 
portion  ■which  is  required  to  meet  the  clearing)  are  reserve  to  the 
hanks,  but  deposit  money  to  the  Bank  of  England. 

This  is  an  important  practical  distinction.  I  must  trouble  you 
with  some  figures  from  tables  of  Mr.  R.  H.  Inglis  Palgrave,  which 
you  will  find  at  page  540  of  the  "  Banking  Almanac "  for  1892, 
and  which  are  of  great  value  in  considering  this  matter.  You  will 
find  them  in  Appendix  B. 

You  will  observe  these  important  facts  : — 

Proportion  per  Cent 

^""tnt^^f  ^rf,,  Proportion  per  Cent 

„  , .  would  bear  to  total  '    ,  t      \ 

Proportion  per  Liabilities,  Deducting        -r     "f  Lomlon 

Cent  of  Resei-ve  to  London  Bankers'  Bankers  Balances 

total  Liabilities.  Ralant-p'*  from  both  *"  Reserve  of  Bank 

Reserv^  °^  England. 

and  Liabilities. 
Per  Cent.  Per  Cent.  Per  Cent. 

1844 58  55  10 

1845 52  49  14 

1846 42  38  18 

1847 33  27  26 

1848 60  54  24 

1849 62  57  19 

1850 60  55  16 

1851 51  47  15 

1852 63  56  24 

1853 45  38  25 

1854 45  35  36 

1855 47  36  36 

1856 34  19  53 

1857 30  14  62 

1858 58  46  38 

1859 49  37  38 

1860 40  25  51 

1861 41  23  56 

1862 46  30  50 

1863 41  24  55 

1864 36  18  65 

1865 38  19  62 
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Proportion  per  Cent 


( 
ISfifi 

Proportion  per 
Cent  of  Reserve  to 
total  Liabilities. 

Per  Cent. 
30      

Average  Keserve 

would  bear  to  total 

Liabilities,  Deoucting 

London  Bankers' 

Balances,  from  both 

Reserve 

and  Liabilities. 

Per  Cent. 

2      

Proportion  per  Cent 

of  London 

Bankers'  Balances 

to  Reserve  of  Bank 

of  England. 

Per  Cent. 
94 

1867. 

49      

31      

52 

1868 

46     ......... 

27      

58 

186P 

43     

22      

63 

1870. 

49     ... 

31     .... 

53 

1871. 

49     

28     

59 

1872. 

42     

21      

62 

1873 

41 

17     

71 

1874. 

43     

16     

76 

1875 

43 

8     

89 

1876 

52     

21     

1877. 

44     

15     

Bank  of  England  Details 

Reser%'e. 
Notes  and  Coin. 

During  18 

75-77. 

Balances  of 
London  bankers. 

1875.  £  £ 

April    7  8,697,000  8,819,000 

June     2  10,076,000  11,857,000 

„     30 13,763,000  14,202,000 

July      7  13,209,000  13,952,000 

„     14  14,150,000  14,309,000 

Oct.      6  12,372,000  13,291,000 

„     13  10,789,000  13,505,000 

„     20  10,259,000  12,047,000 

Dec.    29  9,179,000  9,459,000 

1877. 

Oct.  24 10,003,000  10,630,000 

„  31  9,678,000  10,069,000 

In  these  tables  it  ia  clearly  brought  out  that  the  relation  of 
the  Bank  of  England  to  the  public  now,  and  the  relation  in  which 
it  stood  in  1844,  is  entirely  different. 

Then,  the  deposits  of  the  Bank  of  England  were  ordinary 
deposits ;  now,  as  to  an  unknown  percentage,  which  may 
be  33  per  cent  or  50  per  cent,  the  deposits  of  the  Bank  of 
England  are  bankei's'  deposits,  which  are  reserve  to  the  banks 
making  them. 
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It  does  not  fall  within  my  duty  to  comment  on  the  use  which 
the  Bank  of  England  makes  of  the  bankers'  balances,  but  the 
public  consequences  of  that  use  concern  us  all. 

Impossible  Remedies. 

It  is  suggested  that  the  true  way  for  the  Bank  of  England  to 
regain  control  over  the  money  market  is  to  allow  interest  on 
deposits  left  in  its  hands ;  the  argument  amounting  to  this  :  The 
bankers'  balances  would  be  paid  for,  and  the  Bank  of  England 
would  compete  for  the  general  mass  of  deposit  money  in  the  same 
way  as  other  banks.  I  agree  that  some  bankers  might  be  content 
under  such  an  arrangement  to  leave  larger  balances — their 
reserves — in  the  hands  of  the  Bank  of  England,  and  that  the 
prestige  of  the  Bank  of  England  might  attract  a  proportion  of 
ordinary  deposit  money,  but  look  at  the  consequences.  The 
bankers'  balances  and  the  deposits  drawn  from  the  public  would 
necessarily  require  to  be  largely  employed  in  order  that  they 
might  earn  the  agreed  rate  of  interest  and  leave  a  profit  to  the 
bank.  The  Bank  of  England  would  be  larger,  but  where  would 
the  reserve  be  1  Gone  !  Employed  in  trade.  To  my  mind  that 
solution  will  not  stand  the  test  of  practice,  and  for  this  reason  : 
To  allow  interest  on  money,  it  is  necessary  that  such  money  shall 
be  employed  at  interest. 

What  would  happen  ?  The  deposits  held  at  interest  and 
employed  at  interest  would  swell  not  the  reserve  of  the  Bank  of 
England,  but  her  other  securities,  and  would  lead  her  in  self 
defence  to  reduce  her  cash  reserve  to  a  minimum  point. 

Bearing  on  this  there  is  another  consideration.  In  point  of 
fact  the  bankers'  balances  cannot,  under  our  present  system,  be 
withdrawn  in  times  of  pressure  or  in  times  of  panic,  and  for  this 
reason  :  Suppose  that  the  condition  of  things  which  existed  on 
the  31st  October,  1877,  when  the  reserve  was  £9,678,000  and  the 
bankers'  balances  £10,069,000,  were  to  recur.  Could  any  large  per- 
centage of  the  reserve  be  withdrawn  without  exciting  the  wildest 
alarm  1     When  the  Bank  of  England  reserve  sinks  below  eleven 
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millions,  there  is  a  general  uneasiness.  We  have  not  an  American 
fixed  minimum  reserve  limit,  but  in  the  matter  of  the  Bank  of 
England  reserve  we  have  something  like  it  imposed  by  custom. 
These  are  the  considerations  which  induce  me  to  disagree  from  the 
proposal  to  make  the  Bank  of  England  the  reserve  holder  at 
interest. 

The  whole  pi'essure  of  commercial  crises  would  then  flill  on  the 
Bank  of  England,  and  the  first  anxiety  of  the  public  would  be  as 
to  her  ability  to  pay  back  the  money  required  to  sustain  the 
credit  of  the  banking  community.  In  another  form,  we  should 
revive  the  state  of  afiairs  which  existed  before  1844,  when  men 
wondered  if  the  Bank  could  weather  the  storm.  Her  legal  tenders 
might  increase  40  per  cent,  her  obligation  to  repay  100  per  cent. 

The  True  Way  of  Keeping  Reserves. 

The  weakness  or  strength  of  the  Bank  as  banker  would  be  the 
measure  of  her  judgment  as  to  when  cash  payments  should  be 
suspended.  If  the  general  concensus  of  informed  opinion  declares 
the  need  of  keeping  something  like  a  fixed  percentage  of  deposis 
in  reserve  the  cheapest,  because  the  most  effective  mode  would  be 
for  each  bank  to  hold  its  own  reserve  in  notes.  Let  me  guard 
myself  from  being  understood  to  mean  a  fixed  legal  mimimum 
cash  reserve,  for  that  could  not  be  touched  just  when  it  was  most 
wanted. 

This  would  not  involve  any  injury  to  the  Bank  of  England. 
She  keeps  the  clearing  bankers'  accounts  (in  London  and  at  her 
branches) ;  she  is  the  Government  banker ;  she  has  the  law 
accounts ;  she  has  the  bankruptcy  accounts  ;  she  is  banker  for 
some  of  the  Colonial  Governments ;  and  in  these  ways  she  has 
substantial  advantages. 

So  long  as  the  Bank  of  England  keeps  the  London  clearmg 
bankers'  accounts  and  the  clearing  bankers'  accounts  of  the  banks 
at  the  nine  places  whei-e  she  has  branches,  for  so  long  will  she 
continue  to  hold  a  certain  amount  of  bankex's'  money;  but  I  conceive 
that  the  money  so  deposited  should  be  purely  till  money,  to  meet 
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current  demands  which  take  the  shape  of  clearing  balances.  I 
can  see  no  reason  why  this  perfectly  plain  and  natural  business 
arrangement  should  not  continue.  Historical  circumstances  have 
given  to  the  Bank  of  England  a  primacy  which  makes  her  the 
natural  head  of  our  clearing  system.  Let  me  make  it  clear  that 
I  recognise  the  economy  of  our  present  mode  of  dealing  with 
reserves,  and  also  that  in  some  form  the  Bank  of  England  must  be 
paid  for  services  rendered. 

I  simply  ask,  Are  we  not  guilty  of  a  false  economy  in  our 
present  way  of  dealing  with  the  matter  ?  Changes  which  gave 
steadiness  to  our  discount  market  would  bring  compensating 
profit  to  the  banks,  and  reimburse  them  for  the  sacrifice  made  iu 
keeping  larger  reserves  in  the  public  interest  and  in  their  own. 

But  I  want  to  point  out  that  the  withdrawal  of  reserve  money 
from  the  Bank  of  England  would  be  a  benefit  to  her,  and  not  a 
loss.  At  present  she  keeps  practically  one-third  of  her  banking 
means  loose — that  must  be  a  large  percentage  of  the  bankers 
balances — and  they  consequently  cannot,  one  would  think,  be  very 
profitable  to  her.  Suppose  that  she  x'etained  only  of  the  bankers' 
money  what  we  may  call  till  money — balances  left  with  her  as  the 
bankers  to  the  clearing  banks.  She  would  have  in  these  a  steady 
amount  of  true  deposit  money,  and  she  would  not  require  to  keep 
the  vast  sum  of  loose  cash  which  she  now  holds.  She  could  with 
safety  employ  this  deposit  money.  Another  important  considei'a- 
tion  bears  on  this  point.  Presuming  that  the  banks  kept  their 
own  reserves  in  notes,  an  addition  to  the  active  circulation  must 
result,  and  a  large  profit  accrue.  From  this  fund  the  services  of 
the  Bank  of  England  could  be  paid  for. 

We  are  not  a  French  National  Assembly,  beginning  a  new  era 
from  our  year  one,  but  we  are  a  community  of  business  men,  who 
see  that  the  circumstances  of  our  time  are  not  those  of  even  50 
years  ago,  and  we  are  wishful,  I  trust,  with  the  least  disturbance 
possible,  to  alter  our  old-fashioned  business  modes  and  make  them 
suitable  to  our  day. 

If  each  bank  kept  its  own  reserve  of  notes,  changes  in  discount 
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rates  would  follow  the  natural  course  of  the  market.  The  posses- 
sion of  surplus  means  would  lower  rates,  the  effort  to  maintain 
declining  reserves  would  bring  more  demands  upon  the  market, 
and  thus  cause  a  gradual  hardening  in  the  value  of  money.  This 
is  the  natural  way  of  dealing  with  differences  in  the  supply  of 
loanable  capital.  It  is  probable  in  time  of  foreign  drain  their 
united  pressure  for  notes  to  maintain  their  percentage  of  cash 
reserve  would  act  on  discount  rates  with  evenness  and  regularity, 
and  cause  rates  to  move  with  less  oscillation,  and  at  the  same 
time  turn  the  exchanges  more  quickly. 

I  want  to  make  as  distinct  as  possible  the  point  I  am  trying  to 
explain — 

1.  For  single  banks  the  keeping  of  loose  disengaged  cash  (say 
15  per  cent)  would  be  reserve. 

2.  To  keep  that  reserve  in  notes  would  ensure  the  accumula- 
tion, and  the  maintenance  of  the  central  stock  of  gold. 

I  will  illustrate  this  by  an  example  : — 

Bank  of  England — Issue  Department. 

Notes  Issued 33,798,225         Govermeut  Debt. 11,015,100 

Other  Securities    5,-134,900 

Gold  Coiu  and  Bullion  ..  22,348,225 


38,798,225  £38,798,225 

Notes  Issued 40.000,000         Gold    40,000,000 


78,798,225  £78,798,225 

Suppose  that  the  banks  kept  their  reserves  in  notes,  and  that 
40  millions  represented  those  reserves.  The  gold  would  remain  in 
the  Bank  because  the  banks  would  endeavour  to  retain  15  per 
cent  (or  a  percentage)  in  notes.  The  public  would  know  the 
cash  reserves  of  each  bank  by  its  balance  sheet,  and  the  movement 
of  the  bullion  in  the  Issue  Department  would  then  be  the  barometer 
which  would  show  whether  gold  was  coming  in  or  going  out. 

This  is  perhaps  not  the  cheapest  plan,  but  cheapness  is  not  the 
only  test  of  value. 
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Our  system  of  trading  is  so  highly  refined  that  cash  payments 
ai'e  becoming  obsolete. 

We  cannot,  I  think,  lay  too  much  stress  on  the  changed  habits 
of  the  community.  Bankers  settle  in  the  common  term  of  money 
by  means  of  set  off",  the  mutual  barterings  of  merchants. 

Sir  John  Lubbock  stated  in  the  House  of  Commons,  iu  1873 
as  his  experience,  that  in  time  of  commercial  panic  people  did  not 
refuse  cheques,  they  were  only  too  glad  to  get  them.* 

Causes  of  Panic. 

That  panic  comes  from  failures,  and  not  failures  from  panic, 
seems  to  be  the  lesson  to  be  derived  from  past  times  of  crisis. 
Panics  are  not  an  invention  of  Parliament.  Merchants  fail  and 
bankers  fail  because  they  are,  in  fact,  bankrupt  before  the  law 
declares  them  so.  In  the  opinion  of  the  House  of  Commons 
Committees,  1847-1857,  the  numerous  failures  which  then  occurred 
caused  the  panics. 

It  seems  that  our  changedcommercial  customs  demand  that, 
so  far  as  prudence  and  forethought,  in  quiet  times,  can  provide  for 
stormy  years,  our  aim  should  be  to  lift  above  suspicion  the  ability 
of  the  banking  world  to  meet  the  calls  of  merchants.  In  that 
sense  the  question  of  banking  reserves  is  every  man's  interest. 
The  point  is,  how  is  this  to  be  done  1 

Men  hasten  to  provide  themselves  in  time  of  panic  with  funds 
to  meet  their  engagements,  because  they  fear  that  there  is  not 
sufficient  liquid  capital  to  meet  all  demands.  This  is  the  point. 
All  banking  measures  relating  to  the  keeping  and  the  custody  of 
the  reserves  of  the  country  should  have  this  end  in  view — the 
maintenance  of  a  reserve  of  unemployed  cash.  Juggles  with  figures 
are  useless.  Our  money  market  is  sensitive  because  we  choose 
that  it  shall  be  so.  Nature  has  not  ordained  that  in  England 
there  shall  be  frequent  oscillations  in  the  bank  rate,  and  in  France 
few.  It  is  not  a  matter  of  climate,  like  the  ripening  of  grapes,  but 
it  is  a  result  springing  from  man's  contrivances. 

*  Hansard. — "Commons  Report,"  1873. 


THE  CENTRAL  STOCK  OF  GOLD,  AND  ONE  POUND  NOTES.    29 

The  subject  is  much  too  serious  to  be  lightly  considered.  There 
maybe  wise  and  foolish  even  in  the  management  of  banking  reserves. 

I  cannot  incorporate  in  this  paper  the  House  of  Commons 
debate  on  Mr.  Lowe's  "Bank  of  England  Note  Bill "  of  1873,  but  it 
is  a  debate  worth  reading.  Sir  John  Lubbock's  speech  is  full  of 
suggestiveness.  I  must  quote  to  you  a  passage  or  two  which  he 
read  as  extracts  from  evidence  given  before  the  House  of  Lords 
Committee  on  Commercial  Distress,  by  Mr.  Palmer,  Governor  of 
the  Bank  of  England  : — 

"  The  case  of  the  year  1839  was  one  of  positive  necessity.  The 
bullion  in  the  Bank  was  reduced  so  very  low,  by  the  discredit  that 
existed  of  the  Bank  itself  upon  the  Continent  of  Europe,  as  to 
endanger  specie  payments,  so  that  there  would  have  been  no 
alternative  but  suspending  altogether  making  payments  in  specie 
if  they  had  not  resorted  to  public  credit. 

"Again,  in  the  opinion  of  the  committees  of  this  House,  which 
investigated  all  the  circumstances,  the  panics  of  1847  and  1857 
were  mainly  caused  by  the  numerous  failures  which  then  occurred, 
not  the  failures  by  the  panics.  The  unsound  state  of  trade  in 
1847  and  1857  was  sufficiently  j)roved  by  the  condition  of  the 
houses  which  failed.  Many  persons  are  under  the  impression 
that  sound  and  solvent  houses  were  pulled  down  by  these  panics. 
The  facts  show  this  to  be  entirely  an  en-or.  The  average  dividend 
paid  by  the  firms  which  stopped  did  not  amount  to  more  than  4s. 
in  the  £,  which  sufl&ciently  proved  that  they  were  hopelessly 
insolvent.  Many  writers  on  these  subjects  have  assumed  that  in 
panics  cheques  become  comparatively  useless,  and  that  thus  a 
greatly  increased  amount  of  notes  is  required.  I  believe  that  to 
be  a  mistake,  and  that  in  a  panic  creditors  are  glad  enough  to  get 
a  cheque.  The  increase  in  the  circulation  arises,  I  believe,  from 
the  natural  wish  on  the  part  of  the  banks,  and  especially  those  at 
a  distance  from  London,  to  keep  strong  at  such  times. 

"  I  hope  that  in  any  future  period  of  pressure  the  Bank 
directors  and  other  bankers,  while  raising  the  rate,  will,  as  far  as 
possible,  avoid   giving  rise  to  an   impression   that  they  refuse  to 
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discount  any  good  'business'  bills.  Nothing,  I  believe,  would 
tend  more  to  prevent  panics  than  the  feeling  that,  at  the  current 
rate,  good  bills  would  be  negotiable.  .  .  .  The  truth  is  that 
the  Bank  cannot,  under  such  circumstances,  suddenly  cease  to 
discount.  .  .  .  As  a  matter  of  fact,  even  in  the  worst  days  of 
1847,  1857,  and  1866,  good  bills  could  always  be  discounted." 

Mr.  W.  Fowler  also  made  a  valuable  coutribution  to  the 
debate,  and  I  must  read  one  or  two  points  from  his  speech. 

"  Tt  was  a  rare  thing,  he  believed,  for  any  man  to  fail  except 
as  a  result  of  his  own  imprudence,  as,  for  instance,  in  locking  up 
his  assets  in  the  wrong  sort  of  securities.  He  was  even  afraid 
that  we  should  have  worse  panics  than  those  which  we  had 
already  experienced,  in  the  time  to  come.  He  therefore  entreated 
the  House,  if  it  resolved  to  inquire  into  the  question,  to  inquire 
into  the  whole  matter  thoroughly,  and  not  to  expect  that  it  could 
make  money  cheap  by  Acts  of  Parliament,  or  prevent  the 
consequences  of  imprudence." 

Mr.  Crawford,  the  Governor  of  the  Bank  of  England,  said  : — 
"  He  could  only  name  one  single  instance  when  throughout 
the  entire  panic  persons  having  security  were  not  able   to  obtain 
money." 

In  time  of  crisis  the  credit  of  a  particular  bank  might  be 
affected,  and  probably  demands  upon  it  would  take  the  two-fold 
shape  of  calls  for  notes  and  extra  pressure  to  meet  adverse 
clearing  balances.  I  state  it  as  my  deliberate  opinion  that  any 
sound  bank  would,  in  such  a  case,  be  entitled  to  receive,  and 
would  receive,  the  help  of  the  banking  community,  and  in  the 
piiblic  interest  could  not  be  allowed  to  fail.  In  international  trade 
there  are  times  when  only  the  export  of  gold  will  satisfy  an 
adverse  balance.  In  our  refined  system  of  internal  trading 
payment  by  legal  tender  might,  in  times  of  crises,  be  the  only 
available  way. 

Mr.  Crawford,  in  the  debate  upon  Mr.  Lowe's  "  Bank  of 
England  Notes  Bill,"  said  that  a  herd  of  wild  beasts  were  not 
more  difficult  to  deal  with  than  a  city  in  a  panic. 
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Panics  are  like  hurricanes,  their  own  violence  speedily  wears  them 
out ;  and  the  true  source  of  support  for  commercial  credit  is  the 
united  strength  of  the  commercial  world.  Responsibility  begets  a 
readiness  to  meet  difficulties.  No  rule  can  be  effectually  laid  down 
for  meeting  the  difficulties  of  the  future.  The  needs  of  the  time 
must  be  provided  for  by  the  men  on  whom  the  responsibihty  will 
then  fall.  To  prevent  crisis  becoming  panic  will  be  an  individual  or  a 
collective  responsibility ;  not  the  act  of  any  automatic  machine. 
The  promptitude  and  the  firmness  of  the  bankers  of  the  hour  will 
be  the  measure  of  their  success  in  dealing  with  the  ci'ises  which 
may  come  upon  them.  What  do  we  mean  by  a  crisis  1  A  moment 
when  the  public  mind  may  be  tranquillised  without  disaster,  or 
when  every  one  will  lose  their  sanity,  like  the  unhappy  victims  of 
a  theatre  panic. 

Total  Deposits  of  Banks  contrast  Bank  Reserve. 

The  total  deposits  of  the  banks  of  the  United  Kingdom  are 
over  £600,000,000.  Is  the  £U,000,000  or  £15,000,000  of  reserve 
of  the  Bank  of  England  (practically  bankers'  money)  a  sufficient 
reserve  for  the  country,  especially  when,  at  times,  it  would  in 
practice  not  be  available?  And  here  I  would  again  refer  to  the 
lessened  habitual  use  of  legal  tenders  in  our  every-day  business 
arrangements.  We  cannot  make  the  conditions  of  our  problem. 
They  are  fixed  for  us.  We  are  like  the  tailor  in  the  proverb,  we 
have  to  cut  our  coat  according  to  our  cloth. 

The  relative  smallness  of  the  Bank  of  England,  when  compared 
with  the  other  banks,  in  the  aggregate,  cannot  be  ignored.  She 
holds  roundly  17  per  cent  of  the  deposits  of  the  kingdom,  or, 
deducting  bankers'  money,  about  l-30th  of  the  whole  deposits. 
Thirty-three  per  cent  of  loose  money  seems  the  vei'y  wantonness 
of  banking  strength  for  a  particular  bank,  but  what  is  it  as  the 
only  cash  reserve  for  600  millions  1 

Who  shall  Hold  the  Reserves  1 

I  submit  that  Mr.  Goschen  does  not  witli  sufficient  clearness 
state  the  grounds  of  his  reasoning  when  he  speaks  of  entrusting  to 
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the  Bank  of  England  a  discretionary  power  to  suspend  the  Bank 
Charter  Act,  and  at  the  same  time  urges  the  banks  to  k^e^  aug- 
mented reserves. 

(1)  Does  he  contempLite  that  the  Bank  of  England  shall  hold 
these  additional  reserves  1 

(2)  Does  he  contemplate  that  holding  these  additional  reserves 
the  Bank  of  England  shall  formally  assume  the  duty  of  Guardian 
Angel  of  British  credit  1 

If  these  are  the  considerations  in  his  mind,  I  can  understand 
him. 

He  would  throw  on  a  comparatively  small  institution  the  duty 
of  sustaining  National  credit,  and  he  proposes  to  supplement  re- 
sources which  are  inadequate  to  the  task  by  the  tremendous  power 
of  the  National  credit. 

I  have  stated  that  I  believe  that  the  true  way  for  banking 
reserves  to  be  held  is  for  each  bank  to  provide  and  keep  its  own  in 
notes.  Let  me  try  to  make  pai'ticularly  clear  this  important  point. 
Mr.  Goschen  proposes  to  endow  the  Bank  of  England  (under  con- 
ditions) with  the  perpetual  power  of  coining  notes — a  proposal  that 
is  new. 

He  will  ask  Parliament  to  entrust  to  the  discretion  of  the 
oldest,  and  the  largest,  of  our  joint-stock  banks,  as  agent  of 
the  Government,  the  power  of  altering  the  conditions  on  which 
notes  are  issued. 

The  coining  of  notes  is  essentially  a  duty  of  the  State,  and  the 
basis  of  their  issue  should  be  settled  by  the  sovereign  authority. 

In  1847  the  merchants,  bankers,  and  traders  of  London 
petitioned  Parliament  to  allow  the  Bank  of  England  this  discre- 
tionary power,  and  were  refused. 

Mr.   Lowe's  Bill. 

In  1873  Mr.  Lowe,  then  Chancellor  of  the  Exchequer,  intro- 
duced a  Bill  into  Parliament,  "  The  Bank  of  England  Note  Bill," 
and  he  proposed  that,  under  conditions,  the  Bank  of  England 
should  be  allowed  to  issue  notes  against  securities,  but  his  Bill 
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contained  provisions  which  are  vitally  different  from  those  of  Mr. 
Goschen.  Mr.  Lowe  proposed,  first,  to  retain  the  discretion  in  the 
hands  of  the  Government  of  the  day  ;  second,  to  allow  the  issne 
when  the  foreign  exchanges  were  in  our  favour ;  third,  to  allow  the 
issue  only  when  the  Bank  of  England  rate  was  12  per  cent. 

There  will  be  differences  of  opinion  about  the  value  of  the 
three  proposals,  but  the  two  vital  points  of  Mr.  Lowe's  scheme 
were  (1)  to  retain  the  responsibility  in  the  hands  of  the  Executive 
Government,  and  (2)  not  to  allow  a  further  issue  against  securities 
when  the  exchanges  were  against  us.  The  legal  12  per  cent  rate 
practically  made  the  Bill  inoperative. 

Operation  of  Bank  Charter  Act,  1844. 

In  1847,  in  1856,  and  in  1866  the  Bank  Charter  Act  was 
suspended,  the  mere  announcement  acting  as  a  charm,  and  restor- 
ing confidence.  In  principle  a  suspension  of  the  Bank  Charter 
Act  means  the  issue  by  the  Bank  of  England,  as  agent  of  the 
Government,  of  legal  tender  under  special  conditions.  Because  the 
Bank  Cliarter  Act  has  in  the  past  been  suspended  with  advantage, 
it  does  not  follow  that  the  power  to  suspend  should  be  part  of  the 
banking  means  of  the  Bank  of  England.  We  have  had  the  Bank 
Charter  Act  47  years.  In  the  first  22  years  it  was  three  times 
suspended.  For  25  years  it  has  not  been  suspended.  The  failure 
of  the  City  of  Glasgow  Bank  in  1878,  and  the  Baring  crisis  both 
fall  within  this  last  25  years. 

How  comes  it,  then,  that,  after  passing  successfully  through  this 
stormy  period,  without  the  necessity  of  breaking  even  the  letter 
of  the  law,  it  is  proposed  to  add  to  the  permanent  banking 
resources  of  the  Bank  of  England  the  power  to  vary  the  currency 
laws. 

Power  to  Suspend  in  Crisis. 

It  is  one  thing  to  throw  on  the  executive  government  of  the 
day  the  responsibility  of  meeting  a  public  crisis  by  using  public 
resources;  it  is  another  thing  to  delegate  the  duty  to  a  joint-stock 
company.    No  mere  alarm  would  justify  the  issue  of  a  chancellor's 
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letter ;  a  crisis  must  necessarily  be  acute  before  the  power  of  the 
National  credit  could  rightly  be  invoked.  I  am  not  guilty  of  the 
folly  of  believing  that  occasion  may  not  arise  when  the  only  means 
of  restoring  public  confidence  would  be  the  announcement  of 
Government  interference,  for  panic  knows  no  principle  and  obeys 
no  laws,  and  a  Government  is  as  usefully  employed  in  trying 
to  calm  a  financial  panic  as  is  a  fireman  in  putting  out  a 
fire. 

I  take  it  that  the  knowledge  of  the  existence  of  the  power  to 
suspend  the  Act  xmder  given  circumstances  would  of  necessity 
lead  to  its  being  used  many  times  when  it  is  now  never 
dreamed  of.  The  power  would  be  law  as  much  as  any  other 
part  of  the  Bank's  machinery. 

Her  bankmg  means  are  not  adequate  to  the  task  of  supplying 
the  extra  demands  of  commei'ce  in  a  time  of  crisis.  Is  it  not 
putting  temptation  in  the  way  to  give  the  power  of  increasing 
banking  means  to  an  institution  too  small  to  bear  in  its  own 
strength  the  pressure  of  public  demands  1  Would  not  the  weak- 
ness of  the  Bank — not,  I  again  say,  the  acuteness  of  the  panic — be 
the  measure  of  the  directors'  discretion  ?  And  is  it  not  also  true 
that  the  banks  grouped  around  would  press  for  an  early  application 
of  this  measure  of  relief. 

This  fixed  rate,  not  too  high  and  not  too  low,  but  convenient, 
which  could  be  invoked  without  any  pallor  of  countenance, 
affrighting  a  chancellor  roused  out  of  his  bed  by  agitated  merchants 
and  bankers  imploring  him  to  scribble  a  note  and  save  the  State, 
would  be  leaned  upon. 

At  present,  in  the  exercise  of  a  discretion,  which  he  has  to 
justify  in  his  place  iu  Parliament,  a  chancellor  of  the  exchequer 
exercises  an  authority  which  is  essentially  an  act  of  Government. 

Does  Mr.  Goschen  propose  to  ask  the  banks  to  place  their  cash 
reserves  with  the  Bank  of  England  or  does  he  noil  Let  us  follow 
the  matter  out.  It  comes  to  this  :  If  he  does  so  propose,  the 
central  factor  in  English  finance  would  be  more  than  ever  the 
state  of  the  Bank  of  England. 
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The  Bank  of  England  and  Crisis. 

I  admit  the  natural  primacy  of  the  Bank  of  England,  and  the 
desirability  of  providing  for  times  of  crisis  so  far  as  law  can  pro- 
vide against  disorder,  but  I  should  look  with  some  misgivings  on 
an  Act  of  Parliament  which  proposed  to  provide  for  crisis  on  the 
precarious  basis  of  Mr.  Goschen's  scheme.  I  believe  that  his  act 
would  probably  be  only  the  prelude  to  an  ordinary  chancelloi-'s 
letter.  If  the  Bank  of  England  had  its  thirty  millions  of  gold — 
its  adequate  basis — it  might  liquify  the  situati  'U  in  times  of  crisis 
by  the  issue  of  notes  against  security,  but  it  would  not  thus  solve 
the  problem  of  a  larger  supply  of  loose,  disengaged,  reserve  cash. 

A  great  bank  with  a  great  reserve  might  have  done  it.  But 
our  conditions  are  unique.  We  have  a  great  community  of  banks 
and  one  reserve  of  small  dimensions.  Our  problem  is  to  make  it 
safe  to  issue  notes  for  a  special  purpose  against  securities,  and  to 
ensure  that  the  cash  basis  of  our  currency  shall  remain  intact. 
The  preliminary  to  that  is  to  make  sure  of  the  cash  basis.  That 
can  only  be  done  by  each  bank  taking  up  its  own  responsibilities. 
The  united  responsibilities  and  resources  of  the  whole  of  the 
banks  and  their  adequate  reserves  is  the  true  solution.  When 
they  fail  to  save  the  situation,  then  is  the  time  for  chancellor's 
letters  or  the  operation  of  special  Acts  of  Parliament.  Secure 
your  base,  have  something  to  build  on,  and  measures  for  temporary 
emergencies  become  of  comparatively  small  importance.  I  want 
to  say  a  word  in  recognition  of  a  service  rendered  by  Mr.  Goschen. 
It  is  this  :  He  has  led  to  the  publication  of  balance  sheets  at 
short  intervals.  If  the  banks  held  their  own  reserves,  this 
publication  would  ensure  the  maintenance  of  the  orthodox 
reserve. 

We  are  dealing  with  a  system  which  is  of  our  own  making, 
and  we  cannot,  it  seems  to  me,  reason  from  the  analogy  of  foreign 
experience.     We  have  not  a  great  State  bank. 

The  Bank  of  England  is  too  small  to  b3  the  sustainer  of  the 
National    credit.       It  is   an   unfair  responsibility   to   ask   her  to 
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assume.     We  cannot  alter  the  state  of  things  which  has  grown 
up. 

The  only  way  in  which  the  Bank  of  England  can  be  made  to 
exercise  a  greater  control  over  the  money  market  is  to  increase 
her  relative  size — in  other  words,  her  deposits.  Where  is  the 
money  to  come  fi'om  1 

Money  at  interest  would  not  do  it — for  it  could  not  be  kept  in 
reserve. 

Competition  with  the  other  banks  for  deposits  would  not  do  it — 
for  money  so  obtained  must  be  employed  at  interest,  and  so  could 
not  be  reserve. 

Larger  bankers'  balances  left  at  the  Bank  of  England  on 
deposit,  with  or  without  interest,  shift  the  centre  of  responsibility 
on  to  the  shoulders  of  the  Bank  of  England,  but  do  not  improve 
the  situation.  Bankers'  balances  left  at  the  Bank  of  England  by 
the  other  banks,  avowedly  as  reserve,  and  so  accepted  and  left 
untouched  by  the  Bank  of  England — in  fact,  purely  held  for  safe 
custody — might  solve  the  difficulty.  But  what  is  gained  by  that 
course  which  would  not  be  done,  and  better  done,  by  keeping  the 
money  in  the  strong  room  ? 

Practically,  the  moment  the  bankers'  balances  are  infringed 
upon,  the  danger  point  comes,  just  as  it  does  in  America  when  the 
legal  minimum  reserve  is  touched.  We  may  drown  ourselves  in 
a  sea  of  statistics,  and  support  ingenious  theories  by  beautifully- 
drawn  tables,  but  if  we  want  to  arrive  at  any  px-actical  conclusion 
we  must  end  by  asking — in  proportion  to  yom-  engagements,  how 
much  cash  have  you  ? 

Let  me  remind  you  that  on  sixty-one  occasions  between  the 
years  1847  and  1877  the  total  reserve  of  the  Bank  of  England, 
including  both  the  notes  and  coin  in  the  banking  department,  were 
smaller  than  the  balances  of  the  London  bankers  in  her  hands,  and 
this  at  crisis  times.  On  the  12th  November,  1857,  the  reserve  of 
the  Bank  of  England  consisted  of  £450,000  in  coin,  and  £131,000 
in  notes.  The  deposits  of  London  bankers  with  the  Bank  of 
England  on  that  date  were  £5,458,000. 
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The  Growth  of  Banking,  and  the  Custody  of  Reserves. 

I  draw  the  broad  distinction  once  move — they  were  deposits 
to  the  Bank  of  England.  Reserves  to  the  banks.  Is  not  the 
perpetuation  of  this  system  a  grave  mistake  1  Does  it  not  lead 
to  the  need  of  chancellor's  letters  and  special  acts  of  Parliament  ? 
If  reserve  money  is  to  go  to  the  Bank  of  England,  let  it  be 
deposited  as  reserve.  It  would  then  be  so  dealt  with.  The 
relative  size  of  the  Bank  of  England  must  tend  to  diminish  as 
the  National  wealth  increases.  The  5,000  bank  offices  of  the 
English,  Scotch,  and  Irish  banks,  and  the  increased  use  made  of 
them  year  by  year,  must,  one  would  think,  almost  of  necessity  lead 
to  still  further  accumulations  of  deposits  in  their  hands  ;  and  for 
a  variety  of  purposes  they  may  require  to  keep  large  sums  at  the 
Bank  of  England,  but  that  money  should  not  be  reserve  money. 

The  Relation  of  the  Bank  of  England  to  the  Banking  World. 

Once  disentangle  the  business  of  the  Bank  of  England  as 
banker  from  the  qviestion  of  the  keeping  of  the  reserve,  and  make 
the  relation  between  her  and  the  other  banks  the  perfectly  plain 
business  relation  which  must  exist  between  the  banker  to  the 
clearing  bankers  and  the  clearing  banks,  and  we  can  see  daylight. 
The  Government  of  the  day  must  in  times  of  crisis  act  in  relief 
of  trade  by  an  acknowledged  agent,  and  the  Bank  of  England 
already  acts,  and  has,  with  conspicuous  success  in  the  past,  acted 
in  that  capacity. 

The  confusion  of  our  present  system  when  every  body  is 
responsible  for  everything,  and  no  one  for  anything  in  particular, 
would  pass  away. 

Chancellor's  letters,  or  special  Acts  of  Parliament  would  not 
be  required  specially  to  save  the  Bank,  but  to  re-assure  the  com- 
munity. 

Now,  they  might  be  required  to  release  the  bankers'  balances. 
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The  Baxk  of  England  as  the  Government  Agent. 

This  scheme  leaves  the  Bauk  of  England  frpe  to  act  as  agent  to 
the  Government,  in  times  of  crisis,  and  would,  I  believe,  strengthen 
her  position  enormously  in  any  action  in  which  she  might  feel  that 
it  was  needful  for  her  to  invite  the  co-operation  of  the  great  joiut- 
stock  l)auk3  in  support  of  any  special  house,  or  in  carryiug  out 
any  policy  in  alleviation  of  public  distress. 

An  incidental  consequence  of  importance  would  follow  if  the 
banks  kept  their  extra  reserve  in  their  own  hands,  and  locked  up 
Bank  of  England  notes,  namely,  the  central  stock  of  gold  would 
be  maintained  at  a  higher  figure,  and  this  not  by  any  artificial 
means,  but  automatically.  The  gi-eat  aim  in  commercial  matters 
should  be  to  avoid  artificial  methods  of  getting  at  a  result  when 
a  natural  mode  is  available.     This  method  I  take  to  be  natural. 

The  conditions  of  former  days  are  reversed. 

The  Bank  of  England  was  at  one  time  the  market ;  now  she  is 
only  a  fraction  of  it. 

Strength  of  Bank  of  England. 

As  a  bank  she  is  wonderfully  strong  ;  as  a  power  in  the  money 
market  she  cannot  sustain  the  important  part  she  has  in  past 
days  filled.  Are  we  to  legislate  for  a  tradition  %  Let  us  make 
our  decision  with  our  eyes  open.  Is  the  reserve  of  the  country  to 
be  the  reserve  of  one  bank,  reserved  out  of  the  reserves  of  the 
whole  of  the  other  banks,  and  sometimes  not  available. 

Panics  Consequence  op  our  System. 

Crises  in  trade  will  come,  but  panics  are  not  their  necessary  con- 
sequence. 

But  panics  are  a  highly  probable  result  of  a  state  of  affairs 
which  leaves  to  chance  this  central  factor  of  all  finance — the 
building  up  and  the  proper  custody  of  the  reserves. 
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Let  me  make  one  practical  comment,  which  almost  necessarily 
follows  as  part  of  such  a  scheme  as  I  have  sketched.  I  think  it 
desirable  that  legislation  should  declare  that  the  bullion  and 
securities  in  the  issue  department  are  held  exclusively  as  security 
for  the  note  issue. 

Mb.  Goschen  on  the  Baring  Crisis. 

In  his  speech  at  Leeds,  made  in  January,  1891,  when  the 
grave  anxieties  of  Bax-ing  collapse  were  still  pressing  upon  the 
public  mind,  Mr.  Goschen  spoke  of  the  then  recent  crisis.  I 
ask  your  attention  to  the  vivid  coloiu's  in  which  he  painted  the 
extent  of  the  danger  from  which  we  escaped.  "  We  risked,  he  said, 
'  the  deposition  of  London  as  the  banking  centre  of  the  Universe  ; 
we  risked  the  supremacy  of  English  credit ;  we  risked  the  trans- 
fer of  the  business  of  this  country  to  other  European  centres  ;  we 
escaped  from  a  catastrophe  to  which  the  famous  catastrophe  of 
Overend  and  Gurney  would  have  been  chihl's  play." 

There  were,  even  when  he  spoke,  whispers  of  possible  disaster, 
but  Mr.  Goschen  had,  no  doubt,  satisfied  himself  that  no  consider- 
able interest  still  huug  trembling  in  the  balance,  and  that  this 
great  fear  of  National  disaster  had  passed  away  ! 

But  Mr.  Goschen  used  the  occasion  to  shake  the  finger  of  warning 
at  the  banking  institutions  of  the  country.  Tliis  supreme  crisis 
was  met  and  overcome  without  the  issuing  of  a  chancellor's  letter. 

The  acute  phase  of  this  crisis — this  threatened  complete 
eclipse  of  our  National  fortvmes — was  overcome  with  an  apparent 
ease,  which  creates  in  one's  mind  a  feeling  of  respect  for  those  who 
grappled  with  it. 

On  the  7th  November,  1890,  the  Bank  of  England  rate  of 
discount  was  raised  to  6  per  cent.  On  the  15th  November  the 
announcement  of  the  difficulties  of  the  Baring's  was  made,  and  of 
the  formation  of  the  Baring  Guarantee  Fund.  On  the  4th 
December,  1890,  the  Bank  of  England  rate  of  discount  was 
reduced  to  5  per  cent,  and  the  notes  in  circulation  in  the  hands  of 
the  public  did  not  increase. 
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000  omitted. 

1890.  £ 

November    5  24,788 

„  12  24,482 

19 24,456 

26  24,630 

December     3 24,673 

What  was  the  position  of  the  Bank  of  EDglaud  iu  the  few 
weeks  preceding  the  crisis  1 

Reserve.  Other  Deposits, 

1890.  £                                                 £ 

January    1  9,308,000  28,004,000 

„        9,829,000  25,618,000 

October         3     11,121,000  ...  29,042,000 

8     10,591,000  28,693,000 

15     11,194,000  30,246,000 

22     11,518,000  29,303,000 

29     11,602,000  29,048,000 

November     5     11,206,000  29,171,000 

„           12     11,104,000  30,285,000 

„           19     *....  14,551,000  36,364,000 

26      16,502,000  34,990,000 

The  figures  we  have  previously  considered  show  pointedly  that 
the  necessity  of  the  hour  was  union.  A  reserve  of  ,£11,000,000 
on  the  5th  November,  1890,  must  have  been  largely  made  up  of 
bankers'  money. 

There  are  no  signs  in  the  accounts  that  a  storm  was  anticipated. 
The  bankers'  balances  were  being  used  with  an  average  discretion 
and  nothing  more.  Suppose  that  they  had  been  called  for,  where 
would  have  been  that  "  alleviation  of  the  situation  1 " 

The  Bank  as  banker  was  not  strong  enough  to  save  the 
Barings.     She  called  in  the  other  banks,  and  rightly  so. 

The  Max^agemext  of  a  Crisis. 

It  is  evident  that  in  the  management  of  the  Baring  crisis,  as 
in  all  others,  the  question  resolved  itself  into  one  of  personality. 
Mr.  Lidderdale's  calmness,  and  his  clear  perception  of  the  needs  of 
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the  moment,  enabled  him  to  lead  the  banking  community.  The 
want  of  the  hour  was  to  prevent  calls  upon  the  Bank  of  England. 
Had  the  banks  in  an  unreasoning  panic,  attempting  each  to  pro- 
tect and  strengthen  itself,  withdrawn  their  resources  from  the 
Bank  of  England,  then  what  was  a  grave  crisis  might  have  become 
a  National  disaster. 

An  army  repulsed,  or  even  defeated,  must  be  treated  with 
respect  so  long  as  it  retains  its  military  spirit  and  equipment,  and 
is  confident  in  the  skill  of  its  leaders. 

But  if,  in  unreasoning  panic,  it  dissolves  itself  into  a  mob,  every 
man's  life  is  at  the  mercy  of  the  enemy. 

So  in  a  crisis,  coolness,  clear  headedness,  and  skill  may  avert 
disaster.  Unreason  brings  on  the  fate  which  wrecks  an  army, 
when  the  cry  is,  "  Save  yourself."  This  is  the  lesson  of  the  Baring 
crisis — people  kept  their  heads. 

But  we  need  not  blind  ourselves  to  the  permanent  conditions 
of  the  problem,  because  the  danger  of  the  moment  has  passed  away, 
and  we  can  now  look  back  with  the  quietness  of  historical  scrutiny 
upon  the  events  of  November,  1890,  and  begin  to  draw  their 
lessons. 

Inadequacy  of  Our  Reserves. 

The  one  i*eserve  was  too  small — it  was  bankers'  money  on 
deposit.  Had  the  banks  begun  to  draw  away  their  deposits  from 
London,  the  collapse  at  the  centre  might  have  been  followed  by 
disaster  upon  disaster.     Six  per  cent  would  not  have  sufficed. 

It  is  useless  to  speculate  on  what  rate  would  have  sufficed. 
The  Bank  of  England  could  have  taken  care  of  itself.  That  must 
be  evident  to  any  one  who  looks  at  her  immense  resources,  but  she 
would  have  done  it  by  the  means  any  banker  would  employ — by 
the  sale  or  pawning  of  securities. 

I  have  seen  fi'om  time  to  time  somewhat  cynical  comments  on 
the  action  of  the  banks  saving  the  Barings.  They  saved  the 
Barings  to  save  the  National  credit.  One  must  draw  a  clear  dis- 
tinction between  the  financial  operations  of  the  Barings  as  agents 
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for  foreign  loans  and  as  merchant  bankers.  Had  they  been  simply 
a  huge  stock  gambling  house,  they  would,  I  take  it,  have  been 
allowed  to  fall.  But  they  were  the  medium  through  which  an 
enormous  legitimate  fi>reign  trade  was  settled,  and  in  the  public 
interest  it  was  not  possible  to  allow  them  to  bring  down  in  wide- 
spread rain  the  great  and  small  mercantile  houses,  whose  trade 
bills  they  had  accepted.  That  would  have  repeated  the  experience 
of  1847  and  1856,  when  failures  brought  panic. 

Responsibility  op  the  Banks. 

This  illustrates  my  proposition,  that  the  united  strength  of 
the  commercial  world  should  be  put  forth  to  protect  public  credit, 
and  that  it  can  probably  be  done,  as  in  this  case,  with  success. 
Crisis  would  have  been  panic  but  for  the  action  of  the  banks. 

The  whole  banking  community  has  stepped  into  the  place 
which  the  Bank  of  England  formerly  held.  They,  collectively, 
hold  the  bulk  of  the  loanable  capital  of  the  country,  and  the 
responsibility  is  consequently  a  collective  one. 

Is  the  Bank  of  England,  which  relatively  grows  smaller  every 
year,  to  be  entrusted  with  the  discretionary  power  of  suspending 
the  Bank  Act "?  Mr.  Goschen  proposes  to  give  this  power  when, 
according  to  his  own  showing,  the  collective  action  of  the  banks 
has  sufidced  to  overcome  the  greatest  danger  which  has  threatened 
our  National  pre-eminence  in  finance.  It  is  one  thing  to  have 
such  a  power  in  one's  packet ;  it  is  another  thing  to  have  to  obtain 
the  consent  of  a  disinterested  third  person,  who  feels  that  he  must 
answer  for  his  action  in  Parliament.  Improve  the  machinery  ;  do 
not,  in  our  present  position,  remove  the  responsibility  for  its  use. 

If  the  responsibility  be  collective,  the  means  of  meeting  it 
must  be  individually  provided.^ 

Issue  against  Securities  with  Exchanges  Unfavourable. 

Mr.  Goschen  has,  no  doubt,  weighed  in  his  mind  the  difficulties 
of  the  situation,  and,  we  must  presume,  has  deliberately  chosen 
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to  propose  that  the  Bank  of  England  shall  have  the  power  to 
suspend  the  Bank  Act  when  the  exchanges  are  against  us.  He, 
apparently,  is  content  to  run  the  risk.  Mr.  Lowe's  Bill  expressly 
provided  that  the  power  of  issue  against  securities  should  be 
operative  only  when  the  foreign  exchanges  are  favourable  to  this 
country. 

We  must  wait  for  the  justification  of  this  provision  which  he 
will  make  in  Parliament.  He  tells  us  that  the  rate  of  interest 
must  neither  be  so  high  as  to  make  the  permission  inoperative, 
nor  so  low  as  to  encourage  people  to  speculate  up  to  it.  Clearly 
Mr.  Lowe's  12  per  cent  was  in  his  mind  as  an  inoperative  rate. 
But  times  and  circumstances  change.  Notes  issued  against 
securities  and  payable  in  gold  might  in  conceivable  circumstances 
be  presented  for  payment.  We  know  that  there  is  on  the  English 
market  an  enormous  mass  of  continental  money  employed.  This 
rate,  not  too  high  and  not  too  low,  but  iixed,  may  not  suffice  to 
check  a  foreign  drain  ;  it  might  even  aggravate  it. 

How  could  notes  be  safely  issued  on  securities  with  the 
exchanges  against  us  1  Panics  are  not  English  institutions,  they 
are  part  of  the  heritage  of  human  nature.  We  have  seen  high 
rates  in  London  accompanied  by  equally  high  rates  in  other 
markets. 

We  are  differently  situated  to  France,  and  we  are  not  in  the 
same  position  as  Germany.  This  is  the  free  market  for  gold,  as  it 
is  the  free  market  for  uther  commodities. 

The  possession  of  Bank  of  England  notes  for  £1,000,000 
entitles  the  bearer  to  demand  one  million  sovereigns. 

England  the  Free  Gold  Market. 

Mr.  Goschen  has  pointed  out  the  very  great  distinction  there  is 
between  the  English  money  market  and  the  money  markets  of 
France  and  Germany.  In  France  they  may  give  you  silver  or 
charge  a  premium,  in  Germany  moral  suasion,  patriotism,  says  Mr. 
Goschen,  are  employed  to  prevent  the  export  of  a  large  sum  in  bul- 
lion.    To  put  the  matter  briefly,  here  is  a  free  market ;  there,  two 
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close  ones.  I  confess  some  cuinosity  as  to  the  working  of  an  Act 
which,  in  face  of  a  foreign  drain  of  bullion,  permitted  the  issue  of 
notes  against  securities,  but  payable  in  gold,  for  bills  on  London 
are  largely  held  on  the  Continent,  because,  among  other  reasons, 
they  supply  a  convenient  means  of  withdrawing  gold  from  the 
gold  market,  especially  when  those  notes  were  obtainable  at  a  rate 
of  interest  not  too  high  and  not  too  low,  but  fixed.  The  fixity 
would  be  a  fault.  Let  us  distinctly  understand  the  operation.  By 
permission  of  Parliament,  for  a  temporary  public  purpose  the  Bank 
of  England  would  add  temporarily  to  its  banking  resources  a  fixed 
sum  in  notes  against  securities,  the  notes  being  payable  in  gold^ 
and  liable  to  be  presented  for  payment. 

The  possibility  of  a  simultaneous  crisis,  say  in  New  York  and 
Berlin,  and  of  high  rates  of  discount,  and  higher  rates  for  day-to-day 
loans  ruling  there,  while  London  was  at  the  same  time  feeling  the 
pressure  of  a  crisis,  should  not  be  lost  sight  of  in  considering 
the  question  of  an  issue  against  securities  payable  in  gold,  and  the 
exchanges  against  us.  Where  would  gold  be  demanded  ?  From 
the  free  market  with  \tB  fixed  rate. 

The  Management  of  the  Bank  and  Crisis. 

Li  the  debate  on  Mr.  Lowe's  Bill,  1873,  much  information 
on  panics  and  crises  was  contributed,  and  the  Bank  Charter 
Act  played  the  part  of  "  Tenterdeu  Steeple  to  Goodwin  Sands  " 
in  explaining  satisfactorily  to  some  honourable  members  why  the 
affairs  of  commerce  do  not  always  run  smoothly.  Sir  John 
Lubbock  opportunely  reminded  the  House  that  panics  and 
crises  existed  before  1844. 

Up  to  1844  the  Bank  of  England  had  a  discretion  ;  after  1844 
it  was  guided  by  a  principle.  We  propose  now  to  reverse  this, 
and  substitute  a  discretion  for  a  principle. 

I  have  already  stated  that,  in  my  opinion,  it  would  be  a 
sound  policy  for  each  bank  to  keep  its  own  cash  reserves.  There 
is,  to  say  the  least,  a  waste  of  force  in  the  present  mode. 
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The  immediate  effect  of  this  would  be,  presuming  that  these 
reserves  were  kept  In  notes,  to  increase  the  active  circulation 
of  the  Bank  of  England. 

But  I  think  that,  as  a  preliminary  to  this,  the  Government 
should  be  asked  to  pay  off  their  debt  to  the  Bank  of  England. 

If  this  were  done,  and  the  basis  of  issue  made  entirely  metallic, 
a  large  central  store  of  gold  would  be  ensured ;  or,  that  result 
might  be  ensured  if  the  whole  of  the  conditions  of  issue  were 
revised  and  the  proportion  of  notes  to  be  issued  against  securities 
and  against  gold  settled  on  the  basis  of  securing  the  central  stock 
of  gold  and  the  payment  of  the  Bank  of  England  for  services 
rendered. 

I  cannot  see  that,  except  as  reserves,  any  considerable  addition 
to  the  circulation  of  large  bank  notes  can  be  expected.  Trade 
does  not  want  them. 

A  distinct  reserve  fund  would  be  naturally  formed — a  central 
stock  of  gold  acted  upon  by  the  varying  needs  of  trade. 

We  are  discussing  ways  and  means  of  doing  a  desirable  thing. 

The  Government  Debt  to  the  Bank. 

In  this  age  of  debt  reduction  the  Government  might  without 
effort,  in  the  coiu'se  of  two  or  three  years,  pay  off  this  part  of  the 
National  indebtedness,  and  at  the  same  time  give  a  solidity  to  our 
financial  system  which  it  is  highly  desirable  to  obtain. 

No  Reserves  for  Savings  Banks. 

Mr.  Goschen  has  expressed  the  greatest  alarm  at  the  inade- 
quacy of  the  cash  reserves  of  the  joint-stock  banks,  but  as 
Chancellor  of  the  Exchequer  he  is  the  greatest  deposit  banker  in 
the  country.  He  may  be  described  as  the  General  Manager  of  the 
Post  Office  Savings  Banks,  and  of  the  Trustee  Savings  Banks. 
He  is  officially  the  man  of  all  others  who  is  responsible  for  the 
policy  of  the  institutions  over  which  he  presides.     The  threads  of 
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the  business  are  gathered  together  into  his  hands,  but  he  keeps 
absolutely  no  reserves  against  the  110  millions  of  deposits  for 
which  the  Government  is  responsible. 

He  tells  us  that  the  Savings  Banks  are  conducted  at  a  slight 
loss,  or  only  just  pay,  and  that  the  deposits  are  entirely  different 
in  character  to  banking  or  mercantile  deposits.  He  says  that  if 
he  were  to  go  to  the  House  of  Commons  and  propose  that  we 
should  keep  for  the  pvirpose  of  increasing  the  supply  of  gold  at  the 
centre,  a  large  stock  of  gold  which  would  cost  a  considerable  sum 
of  money,  they  would  inquire  what  was  done  in  the  same  direction 
by  all  the  great  trading  communities  who  had  deposits  themselves, 
and  it  would  lead  to  an  inquiry  as  to  the  proportion  of  reserve  that 
ought  to  be  held  against  deposits,  which  would,  perhaps,  not 
entirely  further  the  views  of  those  who  think  that  the  Government 
ought  to  hold  a  larger  reserve.  At  Leeds,  Mr.  Goschen  attempted 
to  gain  the  assent  of  the  banking  community  to  his  yet  crude 
proposals  by  a  veiled  threat,  and  here,  again,  we  have  the  same 
suggestion  of  coercion.  The  English  banking  system  has  grown 
up  without  Government  aid,  and  it  is  a  natural  growth,  which  whei-e 
it  has  been  impeded  has  been  impeded  by  the  restrictions  placed 
upon  it  by  Governments  and  Pai'liaments.  Those  days  are  past. 
Perhaps  the  business  instincts  of  Parliament,  fairly  appealed  to, 
may  be  relied  upon  to  sanction  the  removal  of  the  little  practical 
disabilities  which  still  exist  in  the  case  of  banks  having  offices  in 
London. 

But  more  than  this,  the  House  of  Commons  is  a  business 
assembly,  and  it  is  entitled  to  ask  exactly  what  Mr.  Goschen 
means  in  the  statement  I  have  just  read.  Does  he  mean  that  in 
consideration  of  an  acquiescence  in  his  particular  scheme  he  will 
discourage  an  inquiry  which  he  foresees  would  lead  to  legislative 
interference  with  the  discretion  of  the  banks  in  the  matter  of 
reserves  ]  If  so,  he  neglects  his  public  duty  ;  or  is  it  an  idle 
crying  of  wolf? 
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Parliament  Responsible  for  Post-Office  Savings  Bank 
Reserve. 

If  the  House  of  Commons  is  convinced  that  the  Government 
should  keep  some  reserve,  they  ought,  as  a  business  assembly,  to 
make  adequate  provision.  But  it  is  probable  that  they  would 
make  that  provision  by  revising  the  conditions  on  which  the 
Savings  Banks  receive  deposits.  Mr.  Goschen,  in  efifect,  says  the 
rate  of  interest  allowed  by  the  Government  Savings  Banks  is  too 
high.  Party  exigencies  (common  to  both  sides  of  the  House) 
might  prevent  the  practical  admission  of  the  fact,  but  we  are  not 
politicians ;  we  are  business  men.  Deposits  should  not  be 
accepted  at  a  rate  of  interest  which  does  not  allow  an  adequate 
provision  for  keeping  a  part  in  reserve.  This  pointedly  illustrates 
my  position,  that  if  the  Bank  of  England  were  to  allow  interest 
on  deposits  it  must  be  at  the  expense  of  her  reserve.  If  Mr. 
Goschen  refuses  liability  for  the  Trustee  Savings  Banks,  at  all 
events  let  him  provide  10  per  cent  of  the  deposits  of  the  Post 
Office  Savings  Banks.  He  would  then  contribute  some  £7,000,000 
to  the  central  store.  There  is  something  laughable  in  a  Chancellor 
of  the  Exchequer  preaching  on  the  question  of  bank  reserves  and 
keeping  none.  This  is  a  public  matter,  and  one  on  which  opinion, 
to  be  useful,  should  be  expressed  with  the  utmost  freedom.  It  is 
one  thing  for  Mr.  Goschen  to  suggest  legislative  measures  in 
restraint  of  trade,  it  is  another  thing  to  gain  the  assent  of 
Parliament. 

Services  op  Bankers. 

Private  enterprise  has  covei'ed  the  land  with  a  network  of 
banks,  some  5,000  iu  number,  which  I  have  elsewhere  called  "the 
nervous  system  of  commerce." 

The  Bank  of  England  is  a  creation  of  Parliament,  and  in 
practically  200  years  of  existence  has  nine  branches.  It  should 
require  very  convincing  reasoning  to  induce  Parliament  to  touch 
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a  system  ■which  in  65  years  shows  such  great  contrasting  results ; 
for  after  all  it  is  the  community  that  would  pay  for  any  change. 
We  have  not  yet  got  back  to  the  days  of  regulated  trade  and 
sumptuary  laws. 

I  have  endeavoured  to  point  out  that  the  Bank  of  England, 
like  any  other  bank,  if  called  upon  at  a  particular  moment  to  repay 
a  large  proportion  of  its  deposits,  could  only  do  so  by  realising  its 
securities,  but  I  do  not  say  this  in  any  invidious  sense,  the  facts  of 
the  case  would  refute  any  such  suggestion,  but  I  make  the  state- 
ment as  of  profound  interest  in  discussing  the  question  of  the 
JS^ational  reserves. 

In  measuring  the  prudence  of  the  administration  of  a  bank,  we 
have  to  take  into  consideration  much  more  than  the  amount  of  its 
till  money  and  of  its  available  cash  reserves.  We  have  to  look  to 
the  amount  and  nature  of  its  available  securities,  to  the  Exchequer 
Bills,  the  Bills  of  Exchange,  the  Government  Stocks,  the  Railway 
Stocks,  the  negotiable  securities  which  it  can  sell  or  pawn  to  meet 
a  drain,  and  the  ratio  these  bear  to  its  liabilities,  as  well  as  to  the 
character  of  those  liabilities.  Deposit  banking  becomes  practically 
impossible  if  not  conducted  on  some  such  lines  as  I  have  indicated. 
Men  try  to  work  to  the  probabilities  of  life.  If  we  attempt  to 
trade  with  constant  reference  to  panic  years,  we  shall  not  trade  at 
all.  We  want  a  good  basis,  and  then  to  attend  to  our  daily 
business. 

£1  Notes  and  Mr.  Goschen's  Scheme. 

I  come  now  to  speak  specially  on  the  very  interesting  and 
important  proposal  to  permit  an  issue  of  .£1  notes,  and  of  the  con- 
ditions of  that  issue  as  a  basis  of  this  scheme  of  Mr.  Goschen's. 

First,  let  me  say  that  I  entertain  no  feeling  of  hostility  to  £1 
notes.  It  seems  to  me,  from  an  attentive  study  of  the  conditions 
under  which  their  use  was  abandoned  in  England,  that  they  were 
given  up  because  cause  and  effect  were  confused.  Some  of  them 
were  mere  grocery  paper.  It  was  the  conditions  of  issue  which 
were  at  fault.     I  can  conceive  no  reasonable  objection  to  a  £1  note 
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issued  under  proper  conditions,  which  does  not  apply  with  equal 
force  to  all  issues  of  paper  money.  If  the  Bank  of  England  can 
safely  issue  a  £500  note,  then  surely  it  can  be  trusted  to  issue  a 
note  for  £1.  The  practical  questions  are  the  conditions  of  issue, 
and  can  the  notes  be  effectually  re-introduced  into  the  circulation. 

We  have  to  deal  with  a  revival  of  an  old  issue  which,  unde- 
servedly, I  believe,  has  in  some  minds  an  evil  reputation.  Can 
that  lost  reputation  be  recovered,  and  the  £1  note  be  rehabili- 
tated? Nothing  but  experience  will  settle  that  point.  At  the 
same  time  we  must  remember  that  it  is  a  lost  reputation  that  has 
to  be  recovered,  and  that,  for  a  time,  a  certain  amount  of  hesita- 
tion in  dealing  with  the  new  issue  would  be  quite  a  natural  thing. 
I  think  that  I  see  certain  practical  inconvenience  in  their  use 
which,  from  a  banker's  point  of  view,  are  worth  mentioning. 

For  example,  to  pay  1,000  sovereigns  for  wages  simply  means 
weighing  out.  To  pay  1,000  notes  of  £1  means  a  considerable 
amount  of  counting.  There  must  be  a  loss  of  time  in  counting 
notes  as  against  weighing  sovereigns,  and  that  means  office 
expenses.  Then  as  to  copying  and  keeping  the  numbers.  If  that 
were  done,  more  expense  would  follow.  The  use  of  large  notes 
does  not  increase.  Let  me  recall  to  you  the  statistics  bearing  on 
this  point  that  I  have  already  quoted. 

But  it  is  reasonably  certain  that,  providing  the  £1  notes  were 
acceptable  to  the  public,  a  large  amount  might  be  put  into  circu- 
lation and  kept  in  circulation  for  wage  purposes,  for  small  remit- 
tances, and  to  take  to  some  extent  the  place  of  the  sovereign. 
Would  the  issue  in  its  proposed  form  affect  its  purpose  1  Again, 
on  the  question  of  quantity,  experience  only  can  decide,  but  I  am 
not  able  to  believe  that  the  scheme  can  be  carried  out  on  the  large 
scale   Mr.    Goschen  contemplates. 

Gold  Circulation. 

As  bearing  on  this  point,  I  would  remind  you  of  an  estimate  of  the 
amount  of  gold  in  circulation  made  by  Messrs.  J.  B.  Martin  and 
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R.  H.  Inglis  Palgrave,  and  which  appeared  in  the  Economist  of 
26th  December,  1891.  The  general  idea  has  been  that  we  have 
in  circulation  about  100  millions  in  gold,  but  Messrs.  Martin 
and  Palgrave  now  estimate  the  total  at  under  70  millions — namely, 
56  millions  in  sovereigns  and  13  millions  in  half  sovereigns. 
They  give  as  a  possible  maximum,  75  millions. 

The  Basis  of  Mr.  Goschen's  Scheme. 

Mr.  Goschen  says  the  present  position  of  the  Bank  of  England 
issue  is  : — 

£ 

Authorised  issue  without  gold    16,450,000 

(Beyond  that  any  amount  represented  by  gold.) 

Average  stock  of  gold  in  issue  departments 21,550,000 


38,000,000 
Within  this  limit  of  £38,000,000  he  proposes  to  allow  the  issue  of 
£1  notes  under  precisely  the  same  conditions  as  those  under  which 
notes  of  higher  denominations  are  issued  at  present.     No  fixed 
percentage  of  gold  and  securities  compellable  by  law. 

Before  we  proceed  to  examine,  in  some  detail,  the  further 
proposal  which  comes  beyond  this  part  of  the  scheme,  let  us  care- 
fully analyse  this,  which  I  will  call  Section  1. 

The  following  table  gives  the  average  weekly  active  circulation 
of  the  Bank  of  England  from  the  year  1844  down  to  the  close  of 
1890,  that  is,  notes  in  the  hands  of  the  public  and  the  banks : — 

The  Average  Active  Circulation  of  the  Bank  op  England. 

Provincial.         London.  TotaL 

1844  6,500,000  13,700.000  20  200,000 

1850  6,200,000  13,200,000  19,500,000 

1855  7,000,000  12,700,000  19,800,000 

1860  7,900,000  13,300,000  21.200,000 

1865   7,700,000  13,300,0u0  21,000,000 

1870  8,800,000  14,400,000  23,300,000 

1875  10,383,000  16,963,000  27,346,000 

1880  9,29.5,000  17,620,000  26,915.000 

1885  Not  distinguished  24  667,000 

1890  „      „  24,561,000 
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Averages  are  at  times  most  fallacious.  They  may  conceal  the 
points  of  a  case. 

Let  me  illustrate  this. 

The  lowest  amount  of  bullion  in  the  issue  department  on  given 
days  in  the  years  : — 


000  omitted. 

000  omitted 

1847  

7-865 

11-779 

1884  

18  490 

1854  

1885  

18-328 

1856  

8-915 

1886  .... 

17-672 

1857  

6-080 

1887  

— 

1861  

10-712 

11-778 

1888  

1864  

1889  

— 

1866  

11-300 

1890  

17  116 

1883  

18-889 

1891  

— 

I  think  that  it  is  right  that  I  should  direct  attention  to  the 
generally  larger  figures  which  have  prevailed  in  the  issue 
department  of  late  years. 

It  is  perfectly  possible  that  a  few  millions  of  £1  notes  may 
be  issued  and  kept  in  circulation  without  raising  the  bullion  for 
the  time  being  to  the  £21,550,000  required  before  £1  notes  fall 
under  special  arrangements,  and  are  issued  on  the  fixed  condi- 
tions of  ith  gold,  -|th  securities.  Take  the  lowest  figures  of 
1890  as  a  basis  : — 

Gold 17,116 

Say  issue  of  £1  notes    4,434  =  21,550 

Securities     16,450 


£38,000.000 


That  is,  4|  millions  of  £1  notes  might  have  been  issued  before  the 
average  was  restored. 

But  suppose  that  the  conditions  change,  and  gold  comes  in 
to  the  tune  of  two  millions  in  response  to  a  demand  for  £1  notes. 
Have  you  not  two  legal  conditions  of  issue  for  £1  notes'?  Mr. 
Goschen's  proposal  is  based  on  an  average,  and  averages  hide 
fluctuations. 
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Again  use  the  figures  of  1857  as  a  basis  : — 

Gold  in  Issue  Department 6,080 

Securities 16,450 

Gold  against  £1  notes    15,470  or  12,376  gold,  3,094  securities. 

38,000 


In  this  case  15i  millions  might  have  been  issued  before  the 
average  was  reached. 

Under  what  legal  conditions  would  these  notes  stand  ?  They 
might,  conceivably,  have  been  issued  when  the  gold  was  above 
the  4th  and  -^th  minimum. 

I  see  quite  clearly  that  the  residue  of  gold  in  the  Bank  would 
be  larger  because  of  the  existence  of  these  notes,  but  it  would  be 
gold  taken  in  under  special  conditions.  If  the  w^hole  circulation 
dropped  down  to  these  panic  points,  what  is  the  legal  position  ? 

If  the  original  conditions  of  issue  remain — that  is,  four  of  gold, 
one  of  securities — is  it  not  certain  the  return  will  have  to  be  kept 
separate  all  through  ? 

Is  THE  Basis  Sound  ? 

Wherein  will  the  position  be  strengthened  when  the  position 

is  this : — 

£ 

;Gold 6,080 

LargeNotes...£22,530=is^^^^.^y     _  16,450 

22,530 

£1  Notes |£12,376  =  Gold 15,470 

3,094  


£38,000 


These  notes  are  the  subject  of  special  contract,  and  we  must 
presume  that  the  conditions  of  their  issue  would  remain  legally 
unchanged,  even  if  the  general  stock  of  gold  in  the  Bank  dropped 
down  to  figures  which  it  has  on  occasion  reached  before. 

But  if  the  moment  the  total  circulation  shrinks  within  38 
millions  the  legal  conditions  are  altered,  we  should  get : — 
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Gold 6,080  \ 

j2  37g=  Total  gold 18,456  I 

Securities...  16,'450  .  >=  38,000 

o /NQi=  Total  securities...  19,544    \ 

But  then,  what  is  to  prevent  a  further  drain  upon  the  bullion"? 
One  pound  notes  need  not  come  in.  The  gold  would  be  the 
common  basis  of  all  the  notes  below  £38,000,000,  excepting  as  to 
the  residue  against  securities. 

I  hope  that  I  have  read  Mr,  Goschen  aright.  There  appears 
to  be  something  here  that  wants  re-considering.  Either  there  s 
or  there  is  not  a  common  basis  below  £38,000,000.  If  there  be  a 
common  basis  in  times  of  drain  for  gold,  we  should  have  one  of 
two  things — an  issue  of  £38,000,000  on  the  basis,  say,  of  18^ 
millions  gold,  19|  millions  securities,  or  the  very  awkward  posi- 
tion of — 

27  per  cent,  an  issue  of  large  notes  against  gold    £6,080 
73         „  „  securities 16,450 

£22,530 

80         „         an  issue  of  £1  notes,  gold 12,376 

20         „  „         securities 3,094 

15,470 

£38,000 

The  percentage  on  the  whole  issue  would  be — gold  48 "55, 
securities  51  "45.  What  should  we  do  in  such  a  case?  I  hope 
that  I  am  somewhat  carefully  avoiding  the  attempt  to  make  small 
points,  but  I  conceive  that  this  is  a  matter  of  considerable  im- 
portance. We  are  on  the  horns  of  a  dilemma.  If  the  stock  of 
gold  is  common,  it  may  be  drawn  on  by  every  presentable  note  ; 
if  it  is  not  a  common  stock,  the  £6,000,000  of  gold  is  all  that 
remains  to  legally  meet  a  foreign  drain. 

I  submit  that  it  is  an  objection  to  Mr.  Goschen's  scheme  that 
he  does  not  propose  a  common  basis  for  the  whole  of  the  Bank  of 
England  issue,  and  that  in  practice  the  working  of  a  dual  system 
would  be  most  irksome,  and  that  it  would  be  impossible  to  mass 
the  figures  fairly  in  one  return. 
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I  will  illustrate  my  meaning  by  using  the  table  in  Mr.  Goschen's 
letter  to  the  Governor  of  the  Bank  of  England  as  given  on  page 
640  of  "The  Journal  of  the  Institute  of  Bankers,"  for  December, 
1891. 

The  Working  op  Mr.  Goschen's  Scheme  Examined. 

Total  Notes. 

Old  average  38  millions. 

Additional  issue  25  millions. 

63  millions. 
Total  Stock  of  Gold. 
£ 

Under  old  provisions  21,550,000 

Four-fifths  of  25  millions  20,000,000 


Total  Notes  against  Gold    £41,550,000 

Notes  issued  against  Securities. 
£ 

Previous  amount  16,450,000 

One-fifth  of   25  millions  5,000,000 


£21,450  000 

£63,000,000 

Contrast  this   with  a  case  based  on   a   px'evious   experience. 

Basis  of  Bullion,  1857. 
£ 

Against  Securities  16,450,000 

One-fifth  of    20  millions  5,000,000 


£21,450,000 


Gold. 

£ 

Four-fifths  25  millions  20,000,000 

Lowest  Bullion,   1857  6,080,000 


£26,080,000 


£47,530,000 


Securities  45  per  cent.         Gold  55  per  cent. 
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But  this  gives  us  an  issue  of  25  millions  of  £1  notes,  and 
leaves  the  total  stock  of  bullion  at  26  millions,  or  an  amount  too 
small  to  permit  the  Bank  of  England  legally  to  avail  itself  of  the 
proposed  power  to  issue  against  securities.  I  am,  of  course, 
assuming  the  possibility  of  issuing  25  millions  in  £1  notes,  and 
that  none  of  them  come  in. 

I  am  anxious  not  to  appear  to  force  the  argument,  but  the 
necessity  for  an  issue  of  notes  wholly  against  securities  would 
come  because,  among  other  conditions,  the  exchanges  being 
against  us,  gold  had  gone  out,  or  was  going  out,  to  an  alarming- 
extent.  A  state  of  affairs  which,  if  it  assumed  an  aggravated  form, 
would  produce  the  condition  I  have  indicated.  In  fair  weather 
Mr.  Goschen's  proposal  to  allow  an  issue  against  securities  would 
not  be  wanted.  He  might  then  easily  reach  30  millions  of 
bullion.  His  proposal  would  only  become  operative  in  a  disturbed 
time,  and  it  is  conceivable,  reasoning  from  experience,  that  an 
issue  of  £1  notes  amounting  to  30  millions  might  be  required 
before  Mr.  Goschen's  scheme  could  be  operative.  The  question  of 
quantity  thus  becomes  all  important.  Can  30  millions  in  £1  notes 
be  issued  and  kept  in  circulation  1  But  30  millions  issued  under 
the  panic  conditions  of  1857  would  not  be  in  the  proportion  of  1 
securities,  2  gold,  but  45  securities,  55  gold.  Crises  do  not 
respect  averages.  The  legal  power  to  issue  against  securities 
begins  with  30  millions  of  bullion. 

When  we  have  the  £30,000,000  of  gold,  the  proportions  may 
be  all  wrong.  We  are  (if  necessary)  about  to  issue  £10,000,000 
in  notes,  which  are  legal  tender,  payable  in  gold,  and  we  have 
£30,000,000  of  gold  to  carry  52?,  millions  notes. 

£ 

Bullion,  1857 6,080,000 

Four-fifths  of  30  millions 24,000,000 

£30,080,000 

£ 

Securities    16,450,000 

One-fifth  of  30  millions    6,000,000 

£22,450,000 

£52,530,000 
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On  the  figures  of  the  Bank  returns,  December  30,  1890, 
10,000,000  £1  notes  would  not  have  sufficed  to  bring  the  stocli  of 
gold  up  to  the  legal  minimum  of  £30,000,000,  the  point  at  which 
the  power  of  issue  against  securities  begins  in  case  of  need, 

I  must  detain  you  on  this  question.  The  justification  for  Mr. 
Goschen's  sclieme  must  be  found  in  this  :  That  in  time  of  crisis  it 
will  maintain  a  stock  of  gold  sufficient  to  bear  a  reasonable  foreign 
drain  until  the  exchanges  could  be  turned,  and  a  stock  large  enough 
(£30,000,000)  to  set  in  operation  Mr.  Goschen's  scheme  for  the 
issue  of  notes  against  seciu'ities  to  the  extent  he  names,  viz., 
10,000,000.     State  of  issue  department,  Dec.  30,  1890  :— 

rSecurities  £16,450,000 

Notes  Issued £33,566,000  =  J  Gold    17,116,000 

V  £33,566,000 


With  such  a  state  of  the  issue  department,  presuming  they 
could  be  issued,  12,844,000  £1  notes  must  have  been  out  and  the 
gold  in  stock  before  the  legal  minimum  of  £30,000,000  of  gold 
could  be  gathered.  Every  time  the  bullion  dwindled,  the  difficulty 
of  scrambling  up  to  30  millions  would  grow.  The  power  of  issue 
against  securities  is  not  to  exist  against  an  average,  but  against  an 
exact  figure.  The  need  for  help  to  public  credit  implies  a  wasting 
of  the  bullion  in  the  Bank, 

Let  me  ask  you  to  hear  me  quote  some  figures  from  recent 
returns  of  the  issue  department  of  the  Bank  of  England. 

Amount  in  £1  notes 
Bullion  which  could  on  these 

in  dates  be  kept  in  cir- 

Issue  Dept.  dilation  before  reach- 

ing legal  minimum. 

1882.     Feb.    2     17,883,000     12,117,000 

1884.  Nov.   6     18,490,000     11,510,000 

1885.  Dec.  16     18,611,000     11,389,000 

1888.  May  10     18,249,000     11,751,000 

1889.  Dec.  30     17,116,000     12,884,000 

1890.  Nov.  7     18,576,000     11,424,000 

It  is  matter  of  consideration  (and  experience  only  could  decide) 
what  amount  in  £1  notes  could  fairly  be  expected  to  remain  in 
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circulation.  We  see,  from  these  recent  returns,  that  it  would  be 
possible  (if  they  could  be  got  out)  to  keep  from  11  to  13  millions 
in  circulation  at  times,  without  going  oue  peuny  beyond  Mr. 
Goschen's  30  millions  of  gold.  We  may  fairly  ask  would  11  to  13 
millions  ever  get  into  circulation,  or  would  the  amount  grow  to  the 
large  proportions  of  Mr.  Goschen's  illustrative  case.  This  operation 
of  Mr,  Goschen's  is  bound  up  with  the  questions  of  crisis  and  panic. 
No  one  can  read  Mr.  Goschen's  estimate  of  the  tremendous 
danger  from  which,  nationally,  we  escaped  in  the  happy  termina- 
tion of  the  Baring  crisis  without  feeling  that  if  we  had  not  been 
guided  and  led  by  a  man  of  exceptional  calmness  of  mind  we  might 
have  been  precipitated  into  a  gulf  of  disaster,  to  v/hich,  to  quote 
Mr.  Goschen's  words,  "  the  famous  catastrophe  of  Overend  and 
Gurney  would  have  been  child's  play."  He  said  "  no  fertile 
imagination  could  exaggerate  the  gravity  of  the  crisis."  Mr, 
Goschen  does  not  expect  that  in  the  future,  any  more  than  in  the 
past,  we  shall  be  able  to  escape  crisis  and  possible  panic. 

We  must  look  for  an  illustration  of  the  action  of  panic  on  the 
working  of  Mr.  Goschen's  scheme  to  the  two  most  recent  of  crises 
when  there  was  no  Mr.  Lidderdale  to  save  the  institution.  It  has 
been  said,  and  responsibly  said,  that  Mr.  Goschen's  language  as 
to  the  possible  effect  of  a  failure  of  the  Barings  is  the  language 
of  exaggeration.  That  may  be  so,  but  we  are  judging  Mr, 
Goschen's  scheme  on  his  statements. 

I  will  ask  you  to  look  at  the  position  of  Mr,  Goschen's  scheme 
as  it  would  have  worked  in  the  panic  years,  1847,  1856-7, 1866  : — 

Amount  of  £1  Notes  which 
could  have  been  kept  in 
Bullion  in  Issue  Department.  circulation  before  reaching 

Lowest  point.  30  millions. 

1847.  7,865,000    22,135,000 

1856.  8,915,000    21,085,000 

1857.  6,080,000    *23,920,000 

1866.  11,300,000    18,700,000 

The  very  existence  of  crisis  begins  to  make  the  scheme  of  relief 
inoperative.     But,  it  may  be  answered,  your  figures  are  old.     I 

^  Should  we  ever  reach  the  24  millions,  the  1857  figures? 
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admit  that,  but  how  does  that  invalidate  them  for  this  argument "? 
We  are  not  always  sure  of  a  Lidderdale.  The  figures  I  quote  go 
far  to  show  that  in  time  of  acute  crisis  Mi*.  Goschen's  proposals 
would  not  work. 

No  Addition  to  Stock  of  Bullion. 

Whatever  bullion  ia  gathered  into  the  issue  department  of  the 
Bank  of  England  under  this  scheme,  is  simply  transferred  from 
one  place  to  another  To  issue  ten  millions  of  notes,  two  millions 
of  gold  is  sacrificed  to  the  country.  The  stock  of  gold  is  estimated 
for  the  whole  kingdom  ([reland  included)  at  from  70  to  100 
millions,  and  this  includes  half-sovereigns.  The  new  £1  notes 
would  not  be  available  in  Scotland  or  in  Ireland,  and  so  would  not 
draw  in  any  part  of  the  whole  stock  of  gold  held  in  those  countries. 
It  is  also  certain  that,  to  some  extent,  they  would  simply  displace 
£5  notes,  and  to  that  extent  lessen  the  issue  of  larger  notes. 
But  the  bearing  of  an  issue  of  .£1  notes  on  the  use  of  postal  and 
Post  Office  orders  cannot,  I  think,  be  overlooked. 

In  1890-91,  8,864,000  Post  Office  orders,  value  £23,898,000, 
were  issued,  and  48,842,000  postal  orders,  value  £19,178,000.  I 
am  not  able  to  dissect  these  figures,  and  tell  you  what  proportion 
of  these  issues  were  orders  of  £1,  but  I  believe  that  about  seven 
millions  were  issued.  But  we  may  reasonably  expect  that  where 
a  postal  order  for  £1  costing  a  commission  was  used,  a  £1  note 
costing  nothing,  would  probably  be  used. 

Could  we  withdraw  30  millions  from  the  circulation  of 
sovereigns,  if  in  the  aggregate  it  amounts  to  56  millions,  as  stated 
by  Palgrave  and  Martin.     It  is  a  very  large  operation. 

Mr.  Goschen,  in  a  footnote  to  his  Leeds  speech,  states  that  some 
authorities  hold  that  the  amount  of  gold  circulating  in  France  is 
as  large  as  the  amount  circulating  here,  and  that  in  the  face  of  the 
large  note  circulation  of  the  country. 

The  operation  may  be  a  possible  one ;  it  does  not  appear  a  pro- 
bable one.    But  look  at  what  it  does.     It  wastes  the  National  store 
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to  the  extent  of  one  fifth.  It  does  not  add  to  it  in  any  way.  It 
establishes  an  utterly  false  analotry  between  ourselves  and  France, 
where  the  visible  store  is  backed  by  an  invisible  store.  We  should 
destroy  our  invisible  store,  and  waste  part  of  the  visible. 

Business  arrangements  to  be  useful  should  be  extremely  simple. 
In  the  crush  of  life  complicated  and  elaborate  methods  are  apt  to 
be  elbowed  out  of  existence. 


The  Scheme  Difficult  to  Follow. 

After  £21,550,000,  the  newly  collected  gold  is  to  be  held  as 
part  of  a  central  store  to  give  stability,  and  to  impress  the  in- 
telligent foreigner.  Below  that  point  it  is  to  form  part  of  the 
basis  of  an  issue  which  is  made  against  a  fixed  amount  in  securities, 
and  a  variable  stock  of  gold.  The  intelligent  foreigner  will  have 
his  work  cut  out  if  he  attempts  to  follow  the  details  of  the  opera- 
tion. Below  £38,000,000,  percentages  of  gold  and  securities  are 
variable ;  above,  as  to  £1  notes,  fixed.  But  when  the  circulation 
wabbles  between  the  two  points,  37  millions  and  39  millions,  the 
legal  conditions  of  issue  and  the  suddenly  acquired  or  the  suddenly 
lost  power  of  issuing  against  securities  will  greatly  interest  him. 
I  gave,  earlier  in  the  paper,  my  opinion  that  the  working  of  this 
scheme  might  mean  the  issue  of  a  chancellor's  letter  in  the 
ordinary  form. 

The  Scheme  in  Panic  Times. 

The  fluctuation  in  the  amount  of  the  bullion  in  the  issue 
department  was  the  consideration  which  induced  me  to  form  that 
opinion.  It  is  quite  possible  that  pressure — serious  pressure — may 
arise  when  the  bullion  is  below  30  millions,  and  a  chancellor's 
letter  would  legitimately  follow.  But  look  at  the  result  the 
puzzled  and  alarmed  state  of  the  public  mind.  For  we  cannot,  I 
think,  ignore  the  consideration  that  if  an  average  of  say  25  millions 
in  £1  notes  were  kept  in  circulation  the  public  would  look  for  the 
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maintenance  of  a  stock  of  bullion  on  a  greatly  enlarged  scale.  I  . 
commend  most  strongly  the  need  for  a  separate  statement  of  the 
£1  notes  issued,  and  the  bullion  and  securities  held  against  them. 
If  the  scheme  ever  passes  beyond  the  phase  of  a  financier's  dream 
this  keeping  separate  of  the  returns  is  much  to  be  desired,  unless 
the  basis  of  issue  is  made  common  all  through  the  issue. 

Mr.  Goschen,  at  Leeds,  contrasted  the  position  of  the  Bank 
of  England,  the  Bank  of  France,  and  the  Bank  of  Germany,  and  in 
a  measure  he  was  justified  in  doing  so.  He  gave  his  audience 
these  figures.     He  said  : — 

The  Bauk  of  France  holds  in  gold  and  silver    £95,000,000 

The  Bank  of  Germany 40,000,000 

The  United  States  holds  in  the  Treasury  and  the 

National  Banks 142,000,000 

The  Bank  of  England  : 24,000,000 

But  he  stretched  his  argument  to  breaking  point  when  he  went 
on  to  say  that  "  for  good  or  evil  the  immense  liabilities  of  this 
country  would  have  to  be  discharged,  if  need  there  were,  in  gold.' 
This  is  not  the  Mr.  Goschen  of  "  The  Theory  of  the  Foreign 
Exchanges."  Then,  with  cold,  logical,  precision,  he  taught  us  the 
common-sense  lesson  that  the  balance  of  the  moment  only  need  be 
considered  in  questions  afiectiug  the  Foreign  Exchanges.  That 
the  debts  of  nations  mutually  cancel  by  a  natural  system  of 
clearing,  and  that  gold  is  the  balancer  when  all  other  things 
fail.  I  agree  with  Mr.  Goschen  that  our  reserves  have  been 
too  small,  but  I  do  want  to  consider  the  matter  coolly,  with  a  view 
to  the  probabilites  of  life. 

The  Great  Banks  op    Europe. 

The  Bank  of  England  is  not  the  colossal  force  that  the  Bauk 
of  France  is.  The  Bank  of  France  extends  all  over  the  country. 
She  is  to  French  trade  what  one  of  our  huge  joint-stock  banks  is 
to  English  trade.  Her  branches  are  in  every  province.  This 
95,000,000  of  gold  and  silver  sustains  an  equal  weight  of  liability. 

I  quote  to  you,  in  illustration,  from  the  figures  given  in  the 
Economist,  26th  September,  1891. 
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Bank  of  France. 

Assets— Gold £53,544,000 

„  Silver    50,257,000 

£103,801,000 

ZiabUities—^ otes  118,013,000 

Imperial  Bank  of  Germant. 

iisse^s— Coin  and  Bullion £46,670,000 

Liabilities — Notes 46,898,000 

The  gold  and  silver  in  tlie  Bank  of  France  are,  in  this  return, 
about  88  per  cent  of  the  liability  on  notes  issued.  In  the  return 
of  the  Imperial  Bank  of  Germany  there  is  practical  equality.  But 
this  is  not  free  gold — it  is  the  basis  of  a  circulation  to  be  diminished 
or  increased,  just  as  our  circulation  by  the  presentation  of  notes  or 
the  addition  of  gold  to  the  stock. 

I  repeat  now  that  I  agree  with  Mr.  Goschen,  as  to  the  wisdom 
of  a  larger  average  reserve  being  kept,  but  I  make  this  statement 
because  I  wish  to  express  dissent  from  one  of  the  sweeping  infer- 
ences he  drew  in  his  after-dinner  speech  at  Leeds. 

Mr.  Goschbn  on  the  Bank  of  England  and  the 
Baring  Crisis. 

Mr.  Goschen  asked,  "  What  was  the  establishment  upon 
which  the  whole  community  relied  when  the  time  of  crisis  came  ? 
It  was  the  Bank  of  England,  and  the  bankers  themselves  had  to 
strengthen  their  reserves  at  the  Bank  of  England,  and  were  not 
able  to  bring  that  general  alleviation  to  the  community  at  large 
which  was  extended  by  the  Bank  of  England."  There  is  a  fine 
irony  in  this.  Let  us  take  the  Bank  of  England  returns  for  the 
6th  November,  1890. 

Banking  Department. 

£  £ 

Proprietors'  Capital    ...14,553,000  Government  Securities. ..15,498,500 

Rest 3,158,258  Other  Securities   23,127,503 

Public  Deposits 2,690,386  Notes  10,238,265 

Other  Deposits  29,171,968  Gold  and  Silver  Coin...      968,203 

Seven  Day  and  Other  \      okq  899 
Bills J  ' 


£49,832,511  £49,832,511 
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The  Bank  of  England  can  only  help  trade  to  the  extent  of  her 
banking  resources,  just  like  any  other  bank.  Reduced  to  sim- 
plicity. If  I  have  sixpence  in  my  pocket,  I  can  lend  the  coin. 
The  reserve  was  £11,206,508,  or  3-l|  per  cent  of  the  liabilities; 
but  how  much  of  it  was  bankers'  money  1 

Was  it  all  bankers'  money  1  Did  the  banks  lean  on  the  Bank 
of  England,  or  did  the  Bank  of  England  require  the  help  of  the 
banks  1  It  would  be  a  natural,  a  proper,  a  right  thing  for  the 
banks  to  sustain  the  Bank  of  England  in  its  management  of  the 
crisis,  and  the  only  way  in  which  that  could  be  performed  would 
be  to  enlarge  the  banking  means  of  the  Bank  of  England  by 
placing  larger  deposits  at  her  disposal.  If  Mr.  Goschen  gets  the 
House  of  Commons  to  order  an  addition  to  the  valuable  series  of 
returns  on  banking  matters  already  published,  it  is  to  be  hoped 
that  he  will  obtain  a  continuation  of  the  table  showing  the 
bankers'  balances  in  every  week  from  the  26th  December,  1877, 
the  last  week  in  which  the  return  was  made.  Whatever  the 
amount  of  the  bankers'  balances,  they  were  at  the  Bank  of 
England  for  use,  to  be  drawn  if  required.  The  bankers'  balances 
in  July,  1876,  reached  as  their  highest  sum  in  that  year 
£17,239,000.     At  their  lowest  they  fell  to  £7,661,000. 

Suppose  that  the  bankers'  balances  had  been  withdrawn  from 
the  Bank  of  England  to  any  large  extent,  where  were  her  means 
to  "  bring  that  general  alleviation  1  " 

Mb.  Lidderdale  and  the  Crisis. 

It  was  the  sagacity  of  Mr.  Lidderdale,  in  convincing  his  fellow 
bankers  that  prudence  demanded  that  they  should  strengthen  him 
and  not  themselves,  which  averted  the  panic. 

It  was  the  strengthening  of  the  Bank  of  England  with  the 
bankers'  money  that  enabled  the  Bank  of  England  to  alleviate  the 
general  position.  If  bankers  were  able  to  increase  their  deposits 
at  the  Bank  of  England,  it  showed  that  they  were  not  in  the 
pinched  and  straitened  condition  of  having  to  lean  on  the  Bank. 
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Did  they  refuse  accommodation,  were  loans  called  in,  were 
discounts  curtailed?  There  is  nothing  in  the  public  prints  to 
show  that  beyond  a  proper  and  grave  anxiety  the  ordinary  course 
of  business  ceased  to  run. 

Will  Mr.  Goschen  go  so  far  as  to  say  that  they  were  not 
entitled  to  their  deposits  1  If  not,  his  argument  is  beside  the 
mark. 

There  is  no  accurate  means  of  judging  of  the  extent  to  which 
bankers  have  kept  extra  money  with  the  Bank  of  England  since 
November,  1890,  but,  by  general  consent,  it  is  admitted  tliat 
larger  balances  have  been  kept.  The  next  House  of  Commons 
return  will  supply  the  facts. 

I  am  commenting  on  Mr.  Goschen,  not  on  the  Bank  of  England, 
but  he  makes  it  clear  to  my  mind  that  a  cash  reserve  should  be  in 
one's  own  custody.  Tiiis  keeping  of  larger  balances,  larger 
reserves,  at  the  Bank  of  England  is  either  a  tempoi'ary  measure 
or  the  inauguration  of  a  p  'lioy  of  committing  formally  to  her 
care  the  upholding  of  English  credit. 

Will  the  Scheme  Work  ? 

I  am  not  satisfied  that  Mr.  Goschen  will,  in  times  of  crisis, 
obtain  his  30  millions.  Unless  he  does,  the  basis  of  his  scheme  is 
swept  away.  I  am  not  satisfied  that  he  will  ever  put  25  millions 
of  £1  notes  into  circulation,  and  so  have  the  opportunity  of 
wasting,  for  an  end  he  has  not  attained,  five  millions  of  gold,  or 
any  further  sum  the  operation  of  the  exchanges   might  withdraw. 

New  York.            Hamburg.  Paris.         London. 

1847.     7%  trade  bills 9%     10%     8% 

18% 

1857.     18      to     24% 9%     10%     10% 

1866.     7  to  8%  trade  bills  ...     —     4%     10% 

10  to  18% 
Hansard  "  House  of  Gomtnons  Reports,''  vol.  215,  pages  128-9. 

In  1866,  when  our  rate  was  10  per   cent,  ihn  B  mk   of  France 
was  charging  4  per  cent,  but  that  very  fact  showed  the  extent  to 
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which  English  paper  was  discredited.  The  French  capitalists  pre- 
ferred to  get  4  per  cent  for  their  money  in  France  rather  than  dis- 
count English  bills  at  10  per  cent.  This  is  a  free  market,  with 
enormous  sums  of  foreign  money  employed  in  it. 

If  he  does  obtain  his  30  millions,  and  issues  his  10  millions  of 
notes  against  securities,  the  notes  being  payable  in  gold,  he  risks, 
if  the  exchanges  are  unfavourable,  the  loss  of  his  central  store. 

A  fixed  rate  of  interest  might  be  infinitely  troublesome.  A 
bad  bank  return,  the  exchanges  against  us,  rates  of  interest  in 
Paris,  in  Berlin,  or  New  York  higher  than  our  fixed  rate.  It  is 
quite  conceivable  that  persons  may  be  willing  to  pay  the  rate  fixed 
by  law,  and  that  a  still  higher  rate  might  be  required  to  turn  the 
exchanges.  We  might  have  the  curious  spectacle  of  the  Bank  of 
England  rate  of  discount  below  the  open  market. 

He  proposes,  in  eS'ect,  to  put  on  the  Bank  of  England  an 
enormous  and  unnatural  burden  of  responsibility.  There  is,  to 
my  mind,  only  one  clear,  honest,  straightforward,  and  safe  way 
of  increasing  the  banking  reserves  of  the  country,  and  that  is, 
for  each  bank  to  recognise  its  own  responsibility  in  the  matter, 
and  maintain  in  its  own  keeping  a  sufficient  reserve  of  actual 
legal  tenders. 

The  interests  involved  are  too  great  to  be  met  by  tinkering 
petty  cash  measures. 

We  do  not  want — it  would  be  a  misfortune  to  us  if  we  had  it — a 
system  which,  after  all,  leaves  the  protection  of  the  reserve  to  the 
chapter  of  accidents.  We  do  not  want  notes  issued  on  securities 
and  payable  in  gold  which  might  be  used  to  extract  that  gold 
from  our  central  store. 

I  submit,  with  all  the  deference  which  is  due  to  the  great 
name  and  the  great  public  services  of  Mr.  Goschen,  that  this 
scheme  is  too  complicated,  and  that  it  will  not  work.  It  seems 
to  me  that  it  is  a  measure  for  enabling  men  to  evade  their  just 
responsibilities. 

Let  me  add  to  these  criticisms  a  further  remark.  It  is  this. 
I  do  not  consider  that  Mr.  Goschen  has  laboured  in  vain ;   he  has 
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prepared  the  way,  he  has  smoothed  the  path,  for  some  simpler 
and  more  natural  scheme. 

We  may  spin  theories  for  ever,  but  we  cannot  get  rid  of  the 
central  fact  of  the  whole  matter,  that  if  the  parts  are  sound  and 
prepared,  then  the  whole  must  be  the  same. 


NOTE. — This  x>aver  was  in  type  on  the  ISth  January,  1892 ; 
between  that  date  and  the  date  of  reading  Mr.  Gosche7i  Jias,  in 
a  letter  to  Mr.  Samuel  Montagu,  explained  that  he  does  not 
propose  to  establish  tivo  sets  of  conditions  of  issue. 
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APPENDIX  I. 


BILL 

TO 

A.D.,  1873.    Provide  for  authorising    n  certain   contingencies  a  tem- 
porary increase  of  the  amount  of  Bank  of  England 
notes  issued  in  exchange  for  securities. 
Be  it  enacted  by  the  Queen's  most  Excellent  Majesty,  by 
and  with  the  advice  and  consent   of  the   Lords  Spiritual 
and  Temporal,  and  Commons,  in  this  present  Parliament 
assembled,  and  by  the  authoi'ity  of  the  same,  as  follows  : 
Power  to  1.  Whenever  the  First  Lord  of  Her  Majesty's  Treasury 

temporary    and  the  Chancellor  of  the  Exchequer  after  communication 

and  special  -r,       i        /• 

issue  of        with  the  Governor  and  Deputy-Governor  of  the  Bank  of 

Bank  of  ^      '' 

England       England  are  satisfied — 

notes.  " 

(1)  That  the  minimum   rate    of  interest   then  being 

charged  by  the  Governor  and  Company  of  the 
Bank  of  England  on  discounts  and  temporary 
advances  is  not  less  than  twelve  per  cent  per 
annum ;  and 

(2)  That  the  foreign  exchanges   are   favourable  to  this 

country  ;  and 

(3)  That   a  large   portion  of   the  existing   amount   of 

Bank  of  England  and  other  bank  notes  in  circula- 
tion is  rendered  ineffective  for  its  ordinary 
purpose  by  reason  of  internal  panic : 


THE    CENTRAL    STOCK    OP    GOLD,    AND    ONE    POUND    NOTES.  67 

they  may,  by  order  under  their  hands,  empower  the  issue 
department  of  the  Bank  of  England  to  make,  in  excess  of 
the  authorised  issue,  a  special  and  temporary  issue  of 
Bank  of  England  notes,  by  delivei'ing  the  same  into  the 
banking  department  in  exchange  for  and  on  the  credit  of 
an  equal  amount  of  Government  securities  to  be  trans- 
feiTed  to  the  issue  department,  and  the  said  Governor 
and  Company  shall  pay  interest  into  the  Exchequer  on 
the  amount  of  notes  so  issued  by  them  at  such  rate,  being 
not  less  than  twelve  per  cent  per  annum,  as  may  from 
time  to  time  be  fixed  by  the  First  Lord  of  the  Treasury 
and  Chancellor  of  the  Exchequer,  and  in  addition  thereto 
the  amount  of  any  further  profit  which  they  may  derive 
from  the  said  issue. 

2.  The  First  Lord  of  the  Treasury  and  the  Chancellor  a. p.,  isrs. 
of  the  Exchequer  may,   if  they  think  it   expedient,   by  Order  may 
order   under   their  hands,   rescind   and   vary  any  order  "'"  'varied. 
made  in  pursuance  of  this  Act,  and  make  any  new  order 

in  pursuance  of  this  Act. 

3.  There  shall  he  jJaid  to  the  said  Governor  and  Com-  Memunera- 

to  bank  for 

panv  such  sum,  not  exceeding  the  rate  of  two  per  cent  on  the  expense  oj 

sjJecial  issue. 

amou7it  of  such  issue,  as  mtiay  he  agreed  upon  hetween  the 
said  First  Lord  of  the  Treasury  and  Chancellor  o^  the 
Exchequer  on  the  one  part,  and  the  said  Governor  and 
Deputy- Governor  of  the  Bank  of  England  on  the  other  part, 
to  he  a  fair  allowance  to  the  Bank  for  the  risk,  expense,  and 
trouhle  incurred  hy  it  in  making  such  issice. 

4.  A  copy  of  every  order  made  under  this  Act  shall  be  PubUcation 

and  return 

forthwith  published  in  such  manner  as  the  First  Lord  of  of  order  to 

^  Parliament. 

the  Treasury  and  the  Chancellor  of  the  Exchequer  con- 
sider best  calculated  for  giving  public  and  general  notice 
thereof,  and  shall  be  laid  before  both  Houses  of  Parlia- 
ment within  fourteen  days  after  it  is  made,  or  if  Parliament 
be  not  then  sitting,  within  fourteen  days  after  the  then 
next  meeting  of  Parliament. 
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Mon'^Tct  ^-  "^^^^  ^^*  ^^y   ^'  ^ited  as  the  Bank  of  England 

and  short  j^^^gg  ^g^,  1873,  and  shall  be  construed  as  one  with  the 
Act  of  the  Session  of  the  seventh  and  eighth  years  of 
the  reign  of  Her  present  Majesty,  chapter  thirty-two, 
intitled  "An  Act  to  regulate  the  issue  of  bank  notes, 
"and  for  giving  to  the  Governor  and  Company  of  the 
"Bank  of  England  certain  privileges  for  a  limited 
"  period." 


r 
1889— Oct. 

)ato. 

23.... 
30..., 

6.... 
13... 
20.... 
12.... 
26.... 
19..., 
28.... 

4.... 

3.... 
10.... 
17.... 

APPENDIX    2. 

Notes  in  Circu-                Coin  and  Bullion 

lation  in                            in  Issue 
1S90,  and  1S91.                 Department. 

..     24,558,090     19.224.715     .. 

Proportion 
of  Coin  and 
Bullion  to 
Circulation. 
Per  Cent. 
78 

...     24,513,680     ... 

19,478,825     .., 

79 

Nov. 

..     24,600,840     ... 

19,391,055     ... 

79 

..     24,263,180      .. 
...     23,988,975     ... 

19,075,250     ... 

79 

18,900,260     ... 

79 

1890— Feb. 

..     231,469,425     ... 

21,022,695     ... 

89 

..     23,069,860     ... 

22,441,090     ... 

97 

Mar. 

23,148,475     ... 

22,986,395     ... 

99 

1891— Jan. 

..     23,994,595     ... 

24,337,295     ... 

101 

Feb. 

..     24,329,180     ... 

24,355,150     ... 

100 

Juiie 

..     25,021,000     ... 

25,149,235     ... 

100 

..     24,803,700     ... 

25,952,755     ... 

104 

..     24,858,360     ... 

26,721,600     ... 

...    .  108 

APPENDIX    III. 

The  Imperial  Bank  of  Germany. 

"A  Council  of  Administration,  'called  the  bank  curator ium,' 
is  appointed  by  the  Government  to  control  the  proceedings  of  the 
Bank.  The  president  of  this  council  is  the  Chancellor  of  the 
Empire,  and  four  paid  colleagues.  One  of  these  four  members  is 
named  by  the  Emperor,  the  other  three  by  the  Federal  Council. 
This  council  meets  once  a  quarter,  and  receives  a  report  on  the 
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condition  of  the  Bank  and  everything  relating  to  it,  and  it  has  also 
communicated  to  it  a  general  statement  of  accounts  of  all  business 
operations  undertaken  by  the  Bank,  and  the  regulations  made  by  it. 
In  some  respects  the  Imperial  Chancellor  acts  alone.  He  is  to 
direct  the  whole  administration  under  the  rules  of  the  Bank  Act, 
to  publish  the  directions  for  the  Bank  directory  and  for  the  branch 
offices,  as  well  as  the  rules  and  instructions  for  the  officials  of  the 
Bank.  He  alone  is  authorised  to  introduce  a  change  in  any  of 
these  regulations  and  instructions.  The  Imperial  Bank  Directory 
is  the  official  authority  by  which  the  Bank  is  administered  and 
carried  on.  It  consists  of  a  president  and  a  certain  number  of 
members ;  its  decisions  are  made  by  a  majority  of  the  members 
present.  It  is  subject  to  the  directions  of  the  Chancellor  of  the 
Empire  in  all  questions  of  administration.  The  president  and 
members  of  the  Bank  directory  are  appointed  for  life  by  the 
Emperor  according  to  the  recommendation  of  the  Federal  Council. 

"These  arrangements  explain  the  official  part  of  the  arrange- 
ment of  the  Bank. 

"  The  State  keeps  the  real  control  in  its  own  hands.  The 
management  is  apparently  more  completely  in  the  hands  of  the 
State  in  Germany  than  in  France. 

"  The  Bank  of  Germany  has  210  branches."  R.  H.  Inglis  Pal- 
grave  on  **  Three  Great  Banks  of  Europe." 


APPENDIX     IV. 

Mr.  Crawford,  Member  for  City  op  London,  Governor 
OF  THE  Bank  op  England,  1873. 

"  His  hon.  friend  the  Member  for  Cambridge  had  given  notice 
of  his  intention  to  propose  an  amendment  to  the  effect  that  a 
power  of  relaxation  should  be  vested  in  the  Government,  and  he 
confessed  that  he  saw  no  sufficient  reason  why  they  should  not  be 
intrusted  with  such  a  power.  If  it  were  known  that  such  a  power 
existed  to  increase  the  amount  of  accommodation  to  the  public — 
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subject  to  the  operation  of  a  high  rate  of  discount,  and  with  the 
check  of  public  opinion  and  responsibility  to  Parliament — the 
result  could  not  but  be  beneficial.  He  was  aware  that  when  the 
Act  was  under  discussion  Sir  Robert  Peel  had  in  his  mind  some 
idea  of  proposing  to  give  the  Government  a  power  of  relaxation  in 
the  official  discretion  of  the  First  Lord  of  the  Treasury,  the 
Chancellor  of  the  Excliequer,  and  the  President  of  the  Board  of 
Trade,  although  the  idea  was  not  carried  out.  He  could  not  help 
thinking  that  the  circumstances  under  which  the  Bank  Act  was 
considered  in  1844  and  the  circumstances  of  the  present  day  were 
essentially  different.  Then  the  principles  of  the  Act  had  not 
been  tried  or  tested.  Now,  after  a  lapse  of  30  years,  they  had 
had  a  considerable  experience  of  its  operation.  It  was  apprehended 
that  the  Government  or  the  Bank  would  give  way  too  readily  to 
pressure ;  but  it  had  been  shown  that  there  was  no  ground  for  such 
an  apprehension.  On  the  whole  he  was  clearly  of  opinion  that  much 
good  would  result  from  the  granting  to  the  Government  of  power, 
under  circumstances  to  be  defined,  and  with  the  checks  to  which 
he  had  alluded,  to  enable  the  Bank  to  exceed  its  legal  amount  of 
issue.  With  respect  to  the  inquiry  which  was  asked  for,  he  could 
only  say  for  himself,  and  he  was  sure  he  might  say  also  for  every 
gentleman  with  whom  he  was  associated  in  the  administration  of 
the  aflfairs  of  the  Bank  of  England,  that  while  they  saw  no  neces- 
sity whatever  for  inquiry,  all  the  information  sought  for  being  at 
the  disposal  of  the  House,  they  would  interpose  no  objection 
whatever  in  its  way.  Tiiey  were  ready  to  come  and  state  all  that 
had  occurred  in  the  course  of  their  administration,  as  to  which  the 
public  had  a  fair  title  to  information,  and  that  would,  of  course, 
have  no  relation  to  the  private  affairs  of  their  customers.  They 
and  the  officers  who  represented  them  were  perfectly  ready  to  give 
evidence  as  to  the  working  of  the  Act  and  the  manner  in  which 
their  duties  had  been  fulfilled  in  reference  to  the  issues  of  the 
Bank.  There  remained  the  question  whetherj  if  the  Government 
granted  the  inquiry,  as  to  which  he  knew  nothing,  it  should  be  by 
Committee  or  by  Ptoyal  Commission.     For  his  part,  he  preferred  a 
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Committee  of  their  own  to  a  Commission,  of  which,  after  its 
appointment,  they  might  hear  again  in  two  or  three  years.  If  a 
Committee  were  entrusted  with  the  inquiry,  he  hoped  it  would  be 
presided  over  by  some  person  in  whom  the  House  had  full  confi- 
dence, and  consist  entirely  of  men  who  had  no  strong  predilections 
of  their  own.  He  did  not  regret  the  discussion  which  had 
occurred,  and  he  believed  that  neither  the  Bank  nor  the  Act,  as  to 
its  principles,  could  in  the  least  degree  suffer  from  the  most 
searching  inquiry." 


APPENDIX     Al. 

It  is  of  some  importance  to  follow  these  figures,  because  they 
give  a  clue  to  the  use  of  coin  in  the  paying  of  wages  and  in  carry- 
ing on  the  ordinary  daily  business  of  life. 

Proportional  amounts  of  different  kinds  of  money  and  credit 
documents  received  by  banks  in  1880  at 


61 

Agricultural 

Places. 

Towns, 

excluding 

Agricultural 

Places. 

The 

M  etroijolitan 

Area. 

Gold  (Sovereigns  and  Half-Sovereigns)    ... 

Silver , 

Bank  of  England  Notes 

8-86 
1-82 
3-58 
2-92 
30-71 
52-11 

1407 
3  24 

13-22 
1-25 

24  90 

43-32 

-       I 

25-218 
10-982 

Country  Bank  Notes  

00040 

Cheques  on  same  Town  or  District   

All  other  Cheques  and  Bills   

22-494 
41-266 

100- 

100- 

100- 

Proportional  receipts  of  coin  and  documents 


Cotton 
Trade. 

Woollen 
Trade. 

Irou 
Trade. 

Pottery 
Trade. 

Silk 
Trade. 

Gold 

15-50 
4-48 
18-38 
•08 
24-53 
37  03 

14-18 

3-92 

10  24 

2-78 
8- 
60-88 

18-44 

449 

8-49 

•65 

17-89 

5004 

17-18 

4-06 

6  53 

•36 

21-93 

49-94 

14-36 

Silver  

4-53 

Bank  of  England  Notes  

14-12 

Country  Bank  Notes 

1-25 

Cheques  on  same  District 

All  other  Cheques  and  Bills... 

23-61 
42-13 

100- 

100- 

100- 

100- 

100- 
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Manchester  City. 

Coin 61 

Notes   13-9 

Cheques  and  Bills 80* 


100- 


Cotton  Area. 
19-98 
18-46 
61-56 


100- 


Cash  payments  in  Manchester  were  (coin  and  notes) : — 

1859  53  per  cent  of  the  turnover. 

1864  42 

1872  32 

1881  20 


Keturns  from  eight  Scotch  branch  banks  showing  employment 
of  coin  in  Scotland  : — 


Coin 


2-9 


Notes  3915 


Proportional  amount  of  different  kinds  of  money  and  credit 
documents  received  by 


Gold  (Sovereigns  and  Half-Sovereigns) 

Silver     

Bank  of  England  Notes 

Country  Bank  Notes 

Cheques  on  same  Town  or  District  

All  other  Cheques  and  Bills  


Seven 

Clearing 

Banks, 

Manchester. 


5- 

1-1 

13-8 

-1 

37-4 

42-6 


100- 


Branch 

Banks, 

Suburbs, 

Manchester. 


26-6 
8-3 
18-8 
-2 
25-8 
20-3 


100- 


Banks  using 
Manchester 
Clearing 
House, 
including 
City  and 
Suburbs. 


15-97 
4-55 
16  04 
-17 
28-50 
34-77 


100- 


From  "  The  Proportional  use  of  Credit  Documents  and  Metallic  Money  in  English 
Banks,"  by  Geo.  H.  Pownall,  Journal  of  the  Institute  of  Bankers,  18S0-81. 
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APPENDIX     B. 

BANK   OF    ENGLAND. 

Annual  Averages  of  Transactions  of  the  Bank  op  England  for  the  . 
Years  1844-89. 


Proportion 

Average 

Proportion 

Annual  Average 

AnnualAverage 

of  Liabilities 

Reserve 

of  Reserve 

Date. 

of 
Total  Deposits. 

of 
Total  Liabilities. 

to  1844. 
1844=100. 

of  Bank 
of  England. 

to  1844. 
1844=100. 

Date. 

£ 

£ 

£ 

aS44 

13,300,000 

14,500,000 

100 

8,500,000 

100 

1844 

1S45 

15,300,000 

16,400,000 

113 

8,600,000 

101 

1845 

1846 

19,200,000 

20,100,000 

13S 

8,500,000 

100 

1846 

1847 

15,000,000 

15,900,000 

109 

5,300,000 

62 

1847 

1848 

15,000,000 

16,000,000 

110 

9,700,000 

114 

1848 

1849 

16,200,000 

17,300,000 

119 

10,700,000 

126 

1849 

1850 

17,600,000 

18,800,000 

129 

11,200,000 

132 

1850 

1851 

16,400,000 

17,500,000 

121 

9,000,040 

106 

1851 

1852 

18,800,000 

20,100,000 

138 

12,700,000 

149 

1852 

1853 

18,000,000 

19,400,000 

134 

8,800,000 

104 

1853 

1854 

14,700,000 

15,800,000 

109 

7,200,000 

85 

1854 

1855 

16,800,000 

17,800,000 

123 

8,300,000 

98 

1855 

1856 

16,000,000 

16,800,000 

116 

5,700,000 

67 

185S 

1857 

17,100,000 

17,800,000 

123 

5,300,000 

62 

1857 

1858 

20,000,000 

20,800,000 

143 

12,000,000 

141 

1858 

1859 

21,700,000 

22,500,000 

155 

11,000,000 

129 

1859 

1860 

20,100,000 

20,900,000 

144 

8,400,000 

99 

1860 

1861 

17,800,000 

18,400,000 

127 

7,500,000 

88 

1861 

1862 

21,100,000 

21,700,000 

149 

10,100,000 

119 

1862 

1863 

20,100,000 

20,800,000 

143 

8,500,000 

100 

1863 

1864 

20,100,000 

20,600,000 

142 

7,500,000 

88 

1864 

1865 

20,700,000 

21,200,000 

146 

8,000,000 

94 

1865 

1866 

21,600,000 

22,200,000 

153 

6,600,000 

78 

1866 

186T 

25,600,000 

26,100,000 

180 

12,800,000 

150 

1867 

1868 

25,100,000 

25,600,000 

176 

11,800,000 

139 

1868 

1869 

23,300,000 

23,700,000 

103 

10,-300,000 

121 

1869 

1870 

24,800,000 

25,400,000 

175 

12,400,000 

146 

1870 

1871 

28,400,000 

29,000,000 

200 

14,200,000 

167 

1871 

1872 

28,800,000 

29,300,000 

202 

12,200,000 

143 

1872 

187S 

28,500,000 

28,900,000 

199 

12,000,000 

141 

1873 

1874 

25,099,000 

25,476,000 

176 

11,012,000 

130 

1874 

1875 

26,413,000 

26,708,000 

184 

11,577,000 

136 

1875 

1876 

30,497,000 

30,827,000 

212 

15,962,000 

187 

1876 

1877 

28,412,000 

28,732,000 

19S 

12,478.000 

146 

1877 

1878 

28,789,000 

29,077,000 

201 

10,879,000 

127 

1878 

1879 

36,672,000 

36,975,000 

255 

18,280,000 

!15 

1879 

1880 

32,950,000 

33,230,000 

229 

16,013,000 

ISS 

1880 

1881 

31,519,000 

31,935,000 

220 

13,775,000 

162 

1881 

1882 

29,740,000 

29,778,000 

205 

11,756,000 

138 

1882 

1883 

29,783,000 

29,980,000 

207 

12,401,000 

146 

1883 

1884 

31,271,000 

31,450,000 

217 

13,300,000 

157 

1884 

1885 

33,451,000 

33,626,000 

232 

15,137,000 

178 

1885 

1886 

29,177,000 

29,352,000 

202 

12,128,000 

142 

1886 

1887 

29,402,000 

29,581,000 

204 

13,348,000 

157 

1887 

1888 

30,951,000 

31,141,000 

214 

12,688,000 

149 

1SS8 

1889 

82,714,000 

32,916,000 

227 

13,228,000 

155 

1SS9 

This  Statement  forms  a  summary  of  one  in  "Bank  Rate  in  England,  France,  and 
Germany,"  by  R.  H.  Inglis  Palgrave,  F.R.S.,  published  by  Effingham  Wilson,  London. 
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BANK  OF  ENGLAND— Cow^m^ec/. 

Annual   Average    of   Transactions   of   the    Bank   of  England  for  the 
Years  1844-89. 


Proportion 
per  Cent  of 

Proportion  per 

Cent  wh  cU  the 

Average  Reserve 

wuiiid  bear  to 

Annual 

Average 

of 

Proportion 

of 

London 

Proportion 

per  Cent  of 

London 

Bankers' 

Balances  to 

Reserve  of 

Bank  of 

Date. 

Reserve 
to  Total 

Liabilitie.s  after 
Deducting  Loudon 
Bankers'  Halances 

London 
Bankers' 

Bankers' 

Balances  to 

1844. 

Date. 

Liabilities. 

from  both  lie'^erve 

Balances. 

1844=100. 

and  Liabilities. 

England. 

Per  Cent. 

Per  Cent. 

.£ 

Per  Cent. 

1844 

58 

55 

200,000 

100 

10 

1844 

1845 

62 

49 

1,200,000 

133 

14 

1846 

1846 

42 

38 

1,500,000 

167 

IS 

1846 

1847 

33 

27 

1,400,000 

155 

26 

1847 

1848 

60 

54 

2,300,000 

255 

24 

1848 

1849 

62 

57 

2,100,000 

233 

19 

1849 

1850 

60 

55 

1,800,000 

200 

16 

1850 

1851 

51 

47 

1,400,000 

1.55 

15 

1851 

1852 

63 

56 

3,100,000 

344 

24 

1852 

1853 

45 

38 

2,200,000 

244 

25 

1853 

1854 

45 

35 

2,600,000 

289 

36 

1854 

1855 

47 

36 

3,000,000 

333 

36 

1855 

1856 

34 

19 

3,000,003 

333 

53 

1856 

1857 

30 

14 

3,300  000 

366 

02 

1857 

1858 

58 

46 

4,600,300 

511 

38 

1858 

1859 

49 

37 

4,200,000 

466 

38 

1859 

1860 

40 

25 

4,300,000 

478 

51 

1860 

1861 

41 

23 

4,200,000 

466 

56 

1861 

1862 

46 

30 

.'),100,0u0 

567 

50 

1862 

1863 

41 

24 

4,700,000 

522 

55 

1863 

1864 

86 

IS 

4,900.000 

540 

65 

1864 

1865 

88 

19 

5,000,000 

555 

62 

1865 

1866 

30 

2 

6,200,000 

689 

94 

1866 

1867 

49 

31 

6,600,000 

744 

52 

1867 

1868 

46 

27 

6,800,Q00 

755 

58 

1868 

1869 

43 

22 

6,500,000 

722 

63 

1869 

1870 

49 

31 

6,600,000 

733 

53 

1870 

1871 

49 

28 

8,400.000 

933 

59 

1871 

1873 

42 

21 

7,600,900 

844 

62 

1872 

1873 

41 

17 

8,500,000 

944 

71 

1873 

1874 

43 

16 

8,341,100 

927 

76 

1874 

1875 

43 

8 

10,324,000 

1,140 

S9 

1875 

1876 

52 

21 

11,851,000 

1,320 

75 

1876 

1877 

44 

15 

9,543,000 

1,060 

1877 

1878 

37 

1878 

1879 

49 

1879 

ISSO 

48 

1880 

1881 

43 

ISSl 

1882 

39 

1SS2 

1883 

42 

1883 

1884 

42 

1884 

1885 

45 

1885 

1886 

41 

1886 

1887 

45 

1887 

1888 

41 

1888 

1889 

46 

1889 

This  Statement  forms  a  summary  of  one  in   "  Bank  Rate  in  England,  France,  and 
Germany,"  by  R.  H.  Inglis  Palgrave,  F.R.S.,  published  by  Effingham  Wilson,  London. 
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BANK    OF    ^N GLA'^D— Co7Umued. 

Annual  Averages  of  Transactions  of   the   Bank   of   England  for  the 
Years   1841—1849. 


Provincial 

Circulation 

of 

Bank 

of 

England 

Notes. 

London 

Circulation 

of 

Total  Note 
Circulation 

Annual 

Proportion 
of 

Average 

Date. 

Bank 
of 

of 
Bank 

Average 
of 
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Per   Cent. 

1S44 

6,500.000 

13,700,000 

20,200,000 

13,  .500,000 

100 

2i 

1844 

1845 

7,100,000 

13,600,000 

20,700,000 

15,200,000 

112 

£2  13 

8 

1845 

1840 

6,700,000 

13,600,000 

20,400,000 

14,800.000 

109 

3     6 

6 

1846 

1847 

6,500,000 

12,700,000 

19,200,000 

10,400,000 

77 

5     3 

6 

1847 

1848 

5,800,000 

12,20(1,000 

18,100,000 

13,900,000 

103 

3  14 

5 

1848 

184!) 

5,900,000 

12,500,000 

18,400,000 

15,100,000 

112 

2  18 

7 

1849 

1850 

6,200,000 

13,200,000 

19,500,000 

16,600,000 

123 

2  10 

1 

1850 

1851 

6,400,000 

13,100,000 

10,500,000 

14,-500,000 

107 

3     0 

0 

1851 

1852 

6,900,000 

14,000,000 

21.900,000 

20,600,0(10 

152 

2     3 

0 

1862 

1853 

7,800,000 

14  800,000 

22,600,000 

17,500,000 

130 

3  13 

10 

1853 

1854 

7,300,000 

13,400,000 

20,800,000 

14,000,000 

104 

5     2 

3 

1854 

1855 

7,000,000 

12,700,000 

19,800,000 

14,200,000 

105 

4  17 

10 

1855 

1856 

6,900,000 

12,600,000 

19,000,000 

10,900.000 

81 

6     1 

2 

1856 

1857 

7,000,000 

12,400.000 

10,400,000 

10,100,000 

85 

6  13 

3 

1857 

1858 

6,800,000 

13,300,000 

20,200,000 

17,.SO0,O00 

132 

3     4 

7 

185S 

1859 

7,600,000 

13,600,000 

21,300,000 

17,900,000 

133 

2  14 

7 

1859 

18ri0 

7,900,000 

13,300,000 

21,200,000 

15,200,000 

112 

4     3 

7 

1860 

1861 

7,300,000 

12,000,000 

20,000,000 

13,000,000 

96 

5     5 

4 

1861 

1862 

7,400,000 

13,300,000 

20,800.000 

16,400,000 

121 

2  10 

7 

1862 

1863 

7,400,000 

18,200.000 

20,600,000 

14,500,000 

107 

4     8 

•2 

1863 

1S;64 

7,500,000 

13,000,000 

20,500  000 

13,500,000 

100 

7     8 

0 

1864 

1865 

7,700,000 

13,300,000 

21,000,000 

14,500,000 

107 

4  15 

4 

1865 

1S06 

8,400,000 

14,700,000 

23,100,000 

14,900,000 

110 

6  19 

0 

1866 

1867 

8,600,000 

14,800,000 

23,400,000 

21.300.000 

157 

2  10 

9 

1S67 

1868 

8,900,000 

14,900,000 

23,900,000 

20,800,000 

154 

2     1 

11 

1868 

1869 

8,800,000 

14,500,000 

23,400,000 

18,800,000 

139 

3     4 

2 

1869 

1870 

8,800,000 

14,400,000 

23,300,000 

20,400,000 

151 

3     2 

0 

1870 

1871 

9,300,001) 

15,100,000 

21,400,000 

23,500,000 

174 

2  17 

8 

1871 

1872 

9,882,000 

15,041,000 

25,523,000 

22,600,000 

167 

4     2 

0 

1872 

1873 

9,999,000 

15,665,000 

25,664,000 

22,600,000 

167 

4  15 

10 

1873 

1874 

10,164,000 

16,116,000 

26  280,000 

22,487,000 

166 

3  13 

10 

1874 

18T5 

10,383,000 

16,963,000 

27,340,000 

23,923,000 

177 

3     4 

8 

1875 

1876 

10,362,000 

17,371,000 

27,733,000 

28,695,000 

213 

2  12 

1 

1876 

1877 

10,274,000 

17,621,000 

27,895,000 

25,374,000 

188 

2  18 

0 

1877 

1878 

9,989,000 

18,068,000 

28,057.000 

23,952,000 

177 

3  15 

8 

1878 

1879 

10,124,000 

19,111,000 

29,212,000 

32,452,000 

240 

2  10 

4 

1879 

1880 

9,295,000 

17,620,000 

26,915,000 

27,636,000 

204 

2  15 

4 

1880 

1881 

9,114,000 

17,220,000 

26,321,000 

24,580,000 

182 

3  10 

0 

1881 

1882 

25,985,000 

21,992,000 

162 

4     2 

8 

1882 

1883 

25,568,000 

22,227,000 

164 

3  11 

4 

1883 

1884 

25,358,000 

22,907,000 

170 

2  19 

1 

1884 

1885 

24.667,000 

24,173,000 

179 

2  17 

7 

1885 

1886 

24,659,000 

21,018,000 

156 

3     1 

0 

1886 

1887 

24,350,000 

21,779,000 

161 

3     7 

0 

1887 

1888 

24,283,000 

20,769,051 

154 

3     5 

11 

1888 

1SS9 

24,389,000 

21,410,000 

158 

3  10 

11 

1889 

This  Statement  forms  a  summary  of  one  in  "  Bank  Rate  in  England,  France,  and 
Germany,"  by  R.  H.  Inglis  P.^lorave,  F.R.S.,  published  by  Effingham  Wilson,  London. 
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The   Companies   Act,  1862,  and  Subsequent  Acts  and 
Suggested  Amendments. 

By  Dr.  Pankhurst. 

Read  February  lOch,  1892. 

The  rigour  and  inflexibility  of  the  Courts  of  Law  in  regard  of 
procedure  brought  into  independent  existence  and  action  Courts 
of  Equity. 

In  the  same  manner  the  rigour  and  inflexibility  of  the  Courts 
both  of  Law  and  Equity,  in  regard  of  the  principles  of  law  and 
rules  of  procedure,  as  applied  to  partnerships,  created  the  necessity 
for  Parliamentary  intervention  by  way  of  statutory  relief  in 
respect  of  the  constitution,  the  relations  internal  as  well  as 
external,  and  the  dissolution  of  joint-stcck  companies. 

The  principles  of  law  and  practice  which  the  Courts  adopted 
with  regard  to  private  partnerships  composed  of  a  few  persons, 
they  persistently  and  without  qualification  applied  to  large  public 
companies  and  associations  for  gain  composed  of  very  many 
members,  and  governed  by  boards  of  management  with  large 
general  powers. 

Joint-stock  companies  were  treated  by  the  Courts,  in  all  respects, 
precisely  like  private  partnerships.  To  explain  the  situation 
theuce  arising,  it  is  necessary  to  state  the  principles  of  the 
common  law  in  regard  of  private  partnerships. 

Partnership  is  the  relation  which  arises  where  two  or  more 
persons  are  engaged  in  a  joint  enterprise  with  the  object  of  gain 
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with  such  participation  of  profits  as  to  constitute  each  the  agent 
of  the  rest  in  all  that  is  necessary  or  proper  for  the  conduct  of  the 
joint  enterprise. 

Participation  in  the  profits  of  a  business  is  by  itself  not  a  con- 
clusive test  of  partnership,  but  it  must  be  such  a  participation  in 
profits  as  makes  it  a  business  carried  on  by  or  on  behalf  of  the 
persons  engaged  in  it. 

The  law  in  this  respect  was  finally  laid  down  in  Cox  v.  Hickman 
(8  H.  L.  C.  268),  decided  by  the  House  of  Lords  in  1860. 

At  common  law  a  partnership  could  consist  of  any  number  of 
persons. 

In  point  of  law  it  was  competent  for  the  partners  to  divide  the 
capital  into  transferable  shares,  so  as  to  be  in  this  respect  practi- 
cally a  joint-stock  company. 

Indeed,  joint-stock  companies  are  at  common  law  mere 
partnerships. 

Now,  the  incidents  of  partnerships  at  common  law,  pertinent 
to  the  present   purpose,  are  as  follows  : — 

(1)  A  person  not  appearing  in  or  interfering  with  the  business 
is,  if  he  participates  in  profits,  as  defined  by  Cox  v.  Hickman,  a 
partner  equally  with  the  persons  actively  managing  the  business. 

(2)  Each  partner  has,  as  the  agent  of  tlie  rest,  power  to  bind 
the  rest  in  all  matters  falling  within  the  scope  of  the  partnership. 

(3)  Each  partner  is  entitled  to  be  indemnified  against  his  co- 
partners to  the  extent  to  which  they  have  exceeded  the  authority 
vested  in  them  as  against  him  by  the  contract  of  partnership. 

(4)  The  liability  of  the  partners  is,  as  against  third  parties, 
unlimited. 

The  law  and  practice  relative  to  private  partnerships  being 
thus  applicable  and  applied  to  joint-stock  companies,  produced,  in 
the  case  of  the  latter,  insuperable  difiiculties  in  respect  of — 

(1)  The  payment  of  contributions  or  calls. 

(2)  The  rights  of  the  members  inter  se. 

(3)  The  rights  and  liabilities  of  the  company  as  against  third 
parties. 
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These  things  being  so,  the  aid  of  Parliament  was  invoked  to 
afford  a  solution  of  the  difficulties  existing  in  the  case  of  joint- 
stock  companies. 

It  is  important  to  keep  steadily  in  view  the  evils  complained 
of,  as  they  are  a  key  to  the  principles  on  which  the  statutory 
redress  was  grounded,  and  are  of  vital  assistance  in  considering 
in  what  particulars  such  statutory  redress  calls  for  amendment. 

The  object  of  legislative  action  was  to  remove  difficulties  in 
the  way  of  large  partnerships,  joint-stock  companies,  and  public 
associations,  in  respect  of  their  formation,  working,  and  dissolution. 

The  Legislature,  to  effect  this  object,  called  in  the  principle  of 
incorporation ;  partially,  indeed,  at  first,  subsequently  to  a 
greater  extent,  and  finally  in  the  fullest  measure. 

A  corporation  can  only  be  created  by  public  authority. 

By  incorporation  a  fictitious  or  imaginary  person,  a  juristic 
person,  is  created,  to  which  rights  and  duties  are  attributed. 

A  corporation,  though  an  aggregate  of  real  persons,  is  totally 
distinct  from  the  individuals  comprising  it. 

The  persons  composing  the  corporation  may  change,  but  the 
corporation  remains  the  same. 

A  corporation  acts  by  persons  who  represent  it. 

The  property  of  the  corporation,  the  corporate  property, 
though  under  the  management  of  the  individuals  composing  the 
corporation,  and  though  so  managed  for  their  profit,  is  not  their 
property ;  their  rights  are  claims  against  the  corporation,  are  debts 
due  to  them  from  the  corporation. 

It  was,  then,  on  the  lines  of  the  conception  of  a  corporation 
with  its  consequent  incidents,  that  the  statutory  amendment  of 
the  Law  of  Partnership,  in  reference  to  joint-stock  companies  and 
public  associations,  took  its  start  The  one  doctrine  of  the  common 
law  as  to  partnership,  which  most  of  all  worked  hardship  in 
regard  of  large  public  associations  for  the  purpose  of  gain,  was 
that  according  to  which,  in  a  partnership,  all  the  partners  are 
liable  to  the  full  extent  of  all  their  means. 

The  doctrine  of  the  imlimited  liability  of  the  members  of  a 
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partnership  was  the  one  thing  against  which  it  was  most  important 
to  guard. 

No  doubt,  had  the  case  of  Cox  v.  Hickman  been  decided  earlier, 
the  history  of  the  Law  of  Partnership  would  have  been  very 
diflferent.  England  might  then  have  had  what  has  existed  on  the 
Continent  for  centuries,  partnerships  en  commandite — partnerships 
with  limited  liability. 

In  a  partnership,  societe,  en  commandite,  there  is  a  combination  of 
one  or  more  managing  partner  or  partners,  gerant  or  gerants^  liable 
without  limit  for  the  debts  of  the  partnership,  with  one  or  more 
partners  who  contribute  capital,  but  take  no  active  part  in  the 
partnership  business,  being,  however,  liable  only  to  the  extent  to 
which  they  have  contributed  or  have  agreed  to  contribute  to  the 
capital  of  the  partnership. 

Had  England  enjoyed  this  useful  form  of  partnership  then, 
the  country  would  have  had  the  advantage  of  the  experience 
derived  from  the  practical  competition  between  private  partner- 
ships with  limited  liability  on  the  one  hand,  and  public  partner- 
ships (incorporated  companies),  with  limited  liability,  ou  the  other. 

In  any  case  it  would  be  a  great  and  far-reaching  improvement, 
of  the  law  in  the  public  interest  to  at  once  establish  a  system  of 
private  partnerships  with  limited  liability. 

In  the  operation  of  the  law,  applicable  to  limited  companies 
under  the  Companies  Act,  1862,  and  subsequent  statutes,  diffi- 
culties have  arisen  in  respect  of  the  formation,  the  working,  and 
the  dissolution  of  these  companies.  The  main  difficulties,  however, 
come  up  in  connection  with  the  two  extremes,  the  formation  and 
the  dissolution  of  limited  companies. 

The  principle  upon  which,  in  the  contemplation  of  the  Com- 
panies Act,  1862,  and  subsequent  acts,  it  is  conceived  that  persons 
will  be  induced  to  become  shareholders  and  investors  in  a  company 
on  its  formation,  is  by  statements  made  under  responsible  publicity. 

The  idea  is  that  persons  intending  to  become  shareholders 
and  investors  in  a  new  company  ought  to  have,  really  need,  and 
should,  as  a  legal  right,  have  definite  information,  whether  by  way 
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of  statement  or  other  representation  upon  matters  material  to  a 
decision  on  their  part,  whether  or  not  to  take  up  shares  or 
debentures. 

If,  in  fact  and  reality,  possessed  of  this  information,  shareholders 
or  investors  take  shares  or  lend  money,  they  are  deemed  to  have 
received  all  the  protection  that  the  law  ought  to  give  them,  the 
consequences  of  their  conduct,  however  unfortunate,  not  being 
matter  for  legal  redress.  The  law  undertakes  no  responsibility 
for  these  consequences. 

It  is  necessary,  in  order  to  determine  whether  the  law  as  it 
stands  secures  sufficient  responsible  publicity  in  regard  of  infor- 
mation as  to  statements  and  representations  on  material  points, 
to  state  shortly  the  actual  existing  legal  obligations  in  that 
behalf. 

These  obligations  have  gradually  been  made  both  more 
comprehensive  and  more  specific. 

The  fundamental  assumption  with  regard  to  their  obligations 
is,  that  it  is  the  information,  supplied  by  way  of  statements  and 
representations,  that  constitutes  the  substantial  inducement  to 
persons  to  become  shareholders  and  investors  in  a  company. 

If  the  substantive  material  statements  and  representations, 
which  induced  these  persons  to  become  shareholders  or  investors 
prove  untrue,  and  loss  arises,  the  right  ,to  redress  also  arises, 
consequently  it  is  important  to  determine  three  questions  : — 

(1)  Are  the  legal  obligations  in  regard  of  statements  and 
representations  sufficient  to  properly  protect  intending  share- 
holders and  investors  1 

(2)  If  these  legal  obligations  are  not  sufficient,  in  what  par- 
ticulars should  they  be  extended  ] 

(3)  By  what  amendments  of  the  existing  law  can  these  extended 
legal  obligations  be  best  effected  1 

The  substantive  basis  of  the  legal  obligations  protective  of  share- 
holders and  investors  in  companies  is,  that  whoever,  by  trusting  to  a 
material  statement  made  to  him  by  certain  defined  persons  under 
prescribed  circumstances,  has  parted  with  his  money,  and  has  lost 
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his  money  because  the  statement  on  which  he  relied  is  false,  has 
a  remedy  against  the  person  making  such  statement. 

This  general  proposition  is,  of  course,  rigorously  limited  in 
several  directions,  as  to  the  nature  of  the  statement,  the  circum- 
stances under  which,  and  the  person  by  whom  it  is  made,  the 
degree  of  reliance  reposed  in  the  statement,  the  reality  and  direct- 
ness of  the  consequnt  loss. 

Taking  the  most  representative  statement,  the  prospectus  of 
a  company,  and  regarding  it  in  respect  of  false  statements  and 
omissions,  there  arises  in  relation  thereto  a  mass  of  rights, 
liabilities,  and  remedies  at  common  law  and  by  statute,  and  both 
civil  as  well  as  criminal. 

It  is  perhaps  desirable  to  leave  out  of  detailed  consideration  the 
common  law  remedies  in  order  to  look  more  directly  at  the  statutory 
redress,  as  it  is  by  statutory  amendments  that  new  protections, 
if  needed,  are  to  be  provided.  Assuming,  then,  that  it  is  by  the 
prospectus  that  the  shareholder  or  investor  has  been  induced  to 
part  with  his  money,  and  that  he  has  lost  it  because  the  pro- 
spectus has,  in  material  respects,  proved  to  be  untrue,  either  by 
false  statements  or  omissions,  rendering  the  statements  in  it  false, 
then  the  question  of  the  rights  and  remedies  of  the  shareholder  or 
investor  come  up  for  consideration. 

As  to  the  remedies  at  common  law  of  a  civil  character,  they 
are  as  follows  : — 

1.  An  action  for  deceit,  claiming  damages  against  the  directors 
or  other  persons  authorising  the  issue  of  the  untrue  prospectus  or 
responsible  for  any  material  untrue  statement  therein. 

2.  An  action  against  the  company  for  rescission  of  the  con- 
tract to  take  shai'es  on  the  ground  that  the  contract  was 
led  to  by  such  untrue  prospectus  or  untrue  material  statement 
therein. 

The  criminal  remedy  as  at  common  law  is  in  the  main 
conspiracy,  the  full  reach  of  which  has  not  really  been  tried.  The 
statutory  remedies  of  shareholders  and  investors  as  to  a  prospectus 
untrue  by  false  statements,  or  omissions  rendering  what  is  stated 
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false,  if  aud  so  far  as  relied  upon,  thereby  causing  loss,  are  various 
and  far-reaching. 

Taking  first  the  statutory  civil  remedies  in  order  of  date  of 
origin,  they  are  as  follows  : — 

(1)  Section  35  of  the  Compa,uies  Act,  1862 

(2)  Section  38  of  the  Companies  Act,  1867. 

(3)  The  Directors  Liability  Act,  1890. 

The  statutory  criminal  law  in  this  behalf,  as  against  directors 
and  others  for  folse  statements  in  prospectuses,  is  section  84  of  the 
Larceny  Act,  1861. 

In  treating  of  the  protective  statutory  civil  remedies,  it  is  useful 
to  begin  with  the  statute  last  passed,  viz.,  the  Directors  Liability 
Act,  1890. 

That  act  gave  effect  to  the  view  of  the  public  that  the  liability 
for  a  false  prospectus,  by  which  any  person  trusting  to  its 
truth  has  lost  money,  should  be  such  as  an  honest  man  ought  to 
accept. 

In  order  to  make  this  the  law,  it  was  necessary  to  effect  changes 
in  the  common  law,  and  especially  to  remove  dificulties  which 
attach  to  the  application  of  the  common  law  action  of  deceit. 

Therefore,  under  the  Directors  Liability  Act,  1890,  when  it  is 
shown  that  the  prospectus  is  false  in  the  way  defined  by  this  Act  , 
liability  attaches  to  those  responsible  for  the    prospectus,  unless 
they  can  prove  their  honest  belief  in  its  truth  and  the  existence 
of  reasonable  ground  for  that  belief. 

That  is  the  substance  of  the  redress,  though  there  is  provision 
as  to  statements  made  by  others  for  escaping  liability,  if  such 
statements  are  proved  to  be  fairly  and  accurately  set  forth. 

Now,  assuming  that  this  prospectus  induces  the  shareholder 
or  investor  to  take  shares  or  lend  money,  and  supposing  the  pros- 
pectus is  false,  then,  unless  the  persons  issuing  the  prospectus 
acted  under  honest  belief  on  reasonable  ground  of  its  truth,  they 
are  liable. 

The  question  is  whether  on  this  point  the  law  does  not  go  by 
way  of  protection  as  far  as  it  safely  can.     Would  not  any  further 
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legal  protection  be  in  effect  an  attempt  to  insure  people  against 
the  consequences  of  their  own  enterprises  and  speculations  1 

Would  it  not  lull  them  into  a  vain  and  false  sense  of  security, 
and  impair  the  obligation  of  personal  responsibility  in  respect  of 
the  effects  of  their  own  conduct  1 

In  order,  however,  to  see  the  whole  protective  effect  of  the 
Directors  Liability  Act,  1890,  it  is  necessary  to  consider  it  a  little 
more  in  detail. 

The  substantive  provision  of  redress  in  the  Act  is  section  3. 
This  section  derives  its  terms  in  effect  from  the  defect  of  the  law 
disclosed  by  the  case  of  Peek  v.  Derry  (37  Ch.D.  541  ;  14  App.  Cas. 
337).  Section  3  of  the  Directors  Liability  Act,  1890,  is  as 
follows : — 

3. — (1)  Where  after  the  passing  of  this  Act  a  prospectus,  or  notice, 
invites  persons  to  subscribe  for  shares  in  or  debentures  or  deben- 
ture stock  of  a  company,  every  person  who  is  a  director  of  the 
company  at  the  time  of  the  issue  of  the  prospectus  or  notice,  and 
every  person  who  having  authorised  such  naming  of  him  is  named 
in  the  prospectus  or  notice  as  a  director  of  the  company,  or  as 
having  agreed  to  become  a  director  of  the  company,  either 
immediately  or  after  an  interval  of  time,  and  every  promoter  of 
the  company,  and  every  person  who  has  authorised  the  issue  of  the 
prospectus  or  notice,  shall  be  liable  to  pay  compensation  to  all 
persons  who  shall  subscribe  for  any  shares,  debentures,  or  deben- 
ture stock  on  the  faith  of  such  prospectus  or  notice  for  the  loss  or 
damage  they  may  have  sustained  by  reason  of  any  untrue  state- 
ment in  the  prospectus  or  notice,  or  in  any  report  or  memorandum 
appearing  on  the  face  thereof,  or  by  reference  incorporated  therein 
or  issued  therewith,  unless  it  is  proved. 

(a)  With  respect  to  every  such  untrue  statement  not  purporting  to  be 

made  on  the  authority  of  an  expert  or  of  a  public  official  document 
or  statement,  that  he  had  reasonable  ground  to  believe,  and  did  up 
to  the  time  of  the  allotment  of  the  shares,  debentures,  or  debenture 
stock,  as  the  case  may  be,  believe  that  the  statement  was  true  ; 
and 

(b)  With  respect  to  every  such  untrue  statement,  purporting  to  be  a 
statement  by  or  contained  in  what  purports  to  be  a  copy  of  or 
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extract  from  a  report  or  valuation  of  an  engineer,  valuer,  accountant, 
or  other  expert,  that  it  fairly  represented  the  statement  made  by 
such  engineer,  valuer,  accountant,  or  other  expert,  or  was  a  correct 
and  fair  copy  of  or  extract  from  the  reports  or  valuation. 
Provided  always  that,  notwithstanding  that  such  untrue  state- 
ment fairly  represented  the  statement  made  by  such  engineer, 
valuer,  accountant,  or  other  expert,  or  was  a  correct  and  fair  copy 
of  an  extract  from  the  report  or  valuation,  such  director,  person 
named,  promoter,  or  other  person,  who  authorised  the  issue  of  the 
prospectus  or  notice  as  aforesaid,  shall  be  liable  to  pay  compensa- 
sation  as  aforesaid  if  it  be  proved  that  he  had  no  reasonable 
ground  to  believe  that  the  person  making  the  statement,  report, 
or  valuation  was  competent  to  make  it  ;  and 

""c)  With  respeet  to  every  such  untrue  statement,  purporting  to  be 
a  statement  made  by  an  official  person,  or  contained  in  what  pur- 
ports to  be  a  copy  of  or  extract  from  a  public  official  document, 
that  it  was  a  correct  and  fair  representation  of  such  statement  or 
copy  of  or  extract  from  such  document  ; 

Or,  unless  it  is  proved  that,  having  consented  to  become  a  director  of  the 
company,  he  withdrew  his  consent  before  the  issue  of  the 
prospectus  or  notice,  and  that  the  prospectus  or  notice  was  issued 
without  his  authority  or  consent,  or  that  the  prospectus  or  notice 
was  issued  without  his  knowledge  or  consent,  and  that,  on 
becoming  aware  of  its  issue,  he  forthwith  gave  reasonable  public 
notice  that  it  was  so  issued  without  his  knowledge  or  consent,  or 
that,  after  the  issue  of  such  prospectus  or  notice  and  before  allot- 
ment thereunder,  he,  on  becoming  aware  of  any  untrue  statement 
therein,  withdrew  his  consent  thereto,  and  caused  reasonable  public 
notice  of  such  withdrawal,  and  of  the  reason  therefor  to  be  given, 

(2)  A  promoter  in  this  section  means  a  promoter  who  was  a  party  to 

the  preparation  of  the  prospectus  or  notice,  or  of  the  portion 
thereof  containing  such  untrue  statement,  but  shall  not  include 
any  person  by  reason  of  [his  acting  in  a  professional  capacity  for 
persons  engaged  in  procuring  the  formation  of  the  company. 

(3)  Where  any  company,  existing  at  the  passing  of  this  Act,  which  has 

issued  shares  or  debentures,  shall  be  desirous  of  obtaining  further 
capital  by  subscriptions  for  shares  or  debentures,  and  for  that  pur- 
purpose  shall  issue  a  prospectus  or  notice,  no  director  of  such 
company  shall  be  liable  in  respect  of  any  statement  therein,  unless 


86  DR.    PANKHURST    ON 

he  shall  have  authorised  the  issue  of  such  prospectus  or  notice,  or 
h&te  adopted  or  ratified  the  same. 

(4)  In  this  section  the  word  "  expert "  includes  any  person  whose  pro- 
fession gives  authority  to  a  statement  made  by  him. 

» 
To  appreciate  the  range  of  the  remedies  given  by  this  section, 

it  is  proper  to  trace  out  its  bearing  in  respect  of  the  persons  and 
acts  dealt  with  by  its  terms. 

Proceeding  on  this  method  the  following  consequences  arise 
with  references  to  the  operative  eflfect  of  this  section. 

(1)  The  remedies  of  the  section  are  open  to  all  subscribers  for 
shares  or  debentures,  or  debenture  stock  of  any  company.  This 
description  is  large  enough  to  embrace  any  person  interested,  in  a 
proprietary  sense,  in  the  capital  of  the  company,  and  any  person 
holding  a  security  establishing  the  relation  between  him  and  the 
company  of  creditor  and  debtor. 

(2)  The  documents,  untrue  statements  in  which  are  the  starting 
point  of  the  redress  on  loss,  are  any  prospectus  or  notice  issued  to 
the  public  inviting  persons  to  subscribe  for  shares,  debentures,  or 
debenture  stock. 

Now,  it  is  important  to  observe  that  the  view  here  is  that  the 
prospectus  or  notice  is  deemed  in  effect  to  be  a  material  represen- 
tation or  assurance  on  which  the  subscriber  relies  in  parting  with 
his  money. 

(3)  The  persons  held  primd  facie  liable,  or  capable  of  being 
made  liable,  are  : — 

(a)  Any  director  at  the  time  of  the  issue  of  the  named  docu- 
ments, i.e.,  the  prospectus  or  notice. 

(6)  Any  person  with  his  authority  named  in  such  documents 
as  a  director,  or  as  having  agreed  to  become  a  director  either  at 
once  or  after  an  interval. 

(c)  Any  promoter  of  the  company. 

{d)  Any  person  who  has  authorised  the  issue  of  the  documents. 

Here  it  will  be  seen  that  if  any  subscriber,  as  defined,  is  in- 
duced  to  part  with  his  money  in  the  circumstances  and  with  the 
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consequences  which  give  him  in  the  contemplation  of  the  section 
a  remedy,  that  remedy  extends  to  all  persons  who  can,  on  full  view 
of  the  position,  be  deemed  really  responsible  for  the  falsity  of  the 
documents  on  which  the  subscriber  relied. 

(4)  The  statements  in  the  documents,  i.e.,  the  prospectus  or 
notice,  the  untruth  of  which  is  with  the  other  prescribed  in- 
gredients the  ground  of  the  right  to  redress. 

As  by  the  assumption  the  statements  in  these  documents  con- 
stitute the  basis  of  fact  on  which  the  invitation  to  subscribe  is 
deemed  to  rest,  these  statements  must  possess  a  substantive  im- 
portance, and  must  be  positive  and  specific  in  their  allegations  of 
material  facts. 

It  is  obvious  that  if  these  documents  are  to  aflfect  the  mind  iu 
a  substantive  sense  of  persons  in  deciding  them  to  become  sub- 
scribers for  shares  or  debentures,  the  documents  themselves  must 
contain  statements  material  to  the  position  and  objects  and 
prospects  of  the  company. 

Such  statements  would  therefore  naturally,  amongst  other 
things,  refer  to  the  value  of  the  property,  the  profits  of  the 
business,  the  charges,  the  obligations  existing  or  contemplated,  the 
directorate,  the  opinion  of  experts,  and  such  points  of  primary 
importance  in  determining  the  decision  of  any  person  whether  or 
not  to  subscribe  for  shares  or  debentures  in  the  company. 

Accordingly  it  is  only  statements  in  these  documents  which 
are  positive  and  specific  in  respect  of  facts  that  give  rise  to  the 
remedy  on  their  being  found  to  be  false. 

Therefore,  actionable  false  statements  in  these  documents  must 
be  positive  express  statements  of  matters  of  fact. 

Omissions  do  not  enter  into  the  class  of  actionable  matters  in 
regard  to  these  documents  except  "where  the  very  concealment  gives 
the  truth  which  is  told  the  character  of  falsehood." 

If  a  statement  omitted  renders  the  statement  made  false  it  is 
actionable.  In  order,  therefore,  to  make  a  statement  in  a  pros- 
pectus or  notice  actionable  on  loss,  and  so  primd  facie  ground 
the   redress  in   this   section    3    provided,    it  must  be  (1)    false, 
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(2)  material,  (3)  the  inducement  to  the  contract.  Looking  to  the 
protection  here  afforded,  the  question  arises  is  such  protection 
enough  1  If  the  intending  shareholder  or  investor,  relying  on  the 
statements  in  the  prospectus  or  notice,  determines  that  such  state- 
ments, if  true,  are  good  grounds  for  subscribing  for  shares  or 
debentures,  ought  the  law  or  can  it  safely  go  further  than  give 
him  compensation  if  the  statements  ai-e  false  to  his  loss  from 
those  responsible  for  the  false  statements  on  which  he  so  relied  1 
This,  of  course,  is  without  prejudice  to  any  other  existing  remedies 
now  secured  to  him  by  the  law. 

(5)  The  provisions  of  section  3  of  this  Act,  as  to  the  extent  and 
mode  in  which  those  deemed  responsible  under  the  section  for  the 
issue  of  the  prospectus  or  notice,  proved  as  to  any  material  state- 
ment to  be  false,  and  one  on  which  reliance  was  placed  with 
consequent  loss,  are  a  distinct,  important,  and  most  valuable  new 
departure  in  the  law. 

Here  we  have  an  instance  in  a  most  extensive  department  ot 
human  affairs  of  that  transformation  of  a  moral  obligation  into  a 
legal  duty  which  marks  at  once  the  progress  of  society  and  the 
evolution  of  law. 

The  law,  by  the  amendment  of  it  introduced  into  this  section, 
makes  it  compulsory  on  any  person  responsible  for  a  material 
statement  which  is  false,  and  which  has  caused  loss  to  another 
who  relied  upon  it  as  true,  to  do  that  which  any  honest  man, 
any  man  accepting  the  current  moral  obligations,  would  be  ready 
and  anxious  to  do. 

This  is  effected,  partly  by  an  alteration  in  the  onus  of  proof  and 
partly  by  making  it  compulsory,  to  add  to  common  honesty 
common  prudence. 

Those  who  undertake  therespousibility  of  making  statements  to 
induce  others  to  part  with  their  money,  ought  to  be  prepared  to 
accept  the  legal  obligation  of  proving  that  in  so  doing  they  can 
show  that  they  are  possessed  of  such  honesty  and  have  used  such 
care  as  on  investigation  by  evidence  shall  be  declared  to  be 
ordinary  honesty  and  ordinary  care. 
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In  view  of  giving  adequate  legal  protection  to  persons  who 
subscribe  for  shares  and  debentures  in  companies  in  faith  of 
documents,  i.e.,  prospectuses  and  notices,  this  change  of  the  law  by 
the  process  of  putting  the  law  on  the  moral  basis  on  which  it  now 
rests  is  most  important. 

It  is  difficult  to  over-estimate  the  extent  of  the  protective 
effect  of  this  amendment  of  the  law. 

Again  and  again  persons  who  have  been  injured  by  reliance 
on  statements  on  prospectuses  afterwards  proved  to  be  false,  have 
been  deprived  of  all  redress  because  of  the  heavy  burden  of  proof 
put  upon  them  in  being  obliged  to  establish  by  evidence,  that  the 
persons  responsible  for  the  statement  when  they  made  it — (1) 
knew  or  believed  it  to  be  false,  (2)  or  did  not  believe  it  to  be  true, 
(3)  or  made  it  in  reckless  or  wilful  ignorance  whether  true  or 
false. 

All  this  is  now  changed,  and  such  persons  will  now  be  liable 
unless  the?/  prove  that  they  believed  the  statement  to  be  true. 

In  addition,  these  persons  must  prove  that  they  had  reasonable 
grounds  for  their  belief. 

Time  and  experience  can  alone  demonstrate  the  full  extent  of 
the  practical  protection  thus  afforded  to  shareholders  and  investors 
in  companies. 

But,  in  any  case,  this  new  state  of  the  law  must  vitally  affect 
the  mind  of  any  advocate  of  further  legal  protection  to  such  share- 
holders and  investors. 

When  there  has  been  established  against  the  persons  sought  to 
be  made  liable  the  necessary  preliminary  points  in  respect  of  the 
statement,  i.e.,  (1)  materiality,  (2)  falsity,  (3)  inducement  to  the 
contract,  (4)  loss,  then  the  scheme  of  liability  of  such  persons  is 
comprehensive,  and  is  divisible  into  three  classes. 

The  class  of  liability  in  each  case  is  determined  by  the 
character  of  the  statement  found  to  be  false,  so  far  as  that  depends 
on  the  authority  upon  which  such  statement  is  made. 

These  classes  of  liability  so  determined  are  important  in  view 
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of  the  kind  of  evidence  which  the  persons  7Jri7n(^  facie  liable  must 
give  in  order  to  escape  liability. 

The  three  classes  are  as  follows  :  (a)  Where  the  statement 
relied  upon  and  found  to  be  untrue,  with  consequent  loss,  is  a 
statement  not  purporting  to  be  made  on  the  authority  of  an  expert 
or  public  official  document,  then  the  person  primd  facie  liable 
as  having  authorised  the  issue  of  the  prospectus  or  notice  contain- 
ing such  statement,  must,  to  escape  liability,  prove  as  to  such 
statement  that  (1)  he  had  reasonable  ground  to  believe,  (2)  and 
did  believe  it  to  be  true.  This  surely  is  right,  for  here  the  person 
who  makes  the  statement  takes  it  upon  himself  in  effect  to  warrant 
it  to  be  true. 

Any  honest  man  would  morally  accept  this  liability,  and  now 
the  amended  law  makes  the  responsibility  a  legal  obligation. 

(6)  Where  such  untrue  statement  purports  to  be  a  state- 
ment by  or  contained  in  what  purports  to  be  a  copy  of  or  extract 
from  a  report  or  valuation  of  an  engineer,  valuer,  accountant,  or 
other  expert,  then  the  person  primd  facie  liable  as  having 
authorised  the  issue  of  the  prospectus  or  notice  containing  such 
statement  becomes  actually  liable,  unless  (1)  he  proves  as  to  such 
statement  that  it  fairly  represented  the  statement  made  by  such 
engineer,  valuer,  accountant,  or  other  expert,  or  was  a  correct  and 
fair  copy  of  or  extract  from  such  report  or  valuation,  (2)  and  it  is  not 
proved  against  him  that  he  had  no  reasonable  ground  to  believe 
that  the  person  making  the  statement,  report,  or  valuation  was 
competent  to  make  it. 

This,  it  cannot  be  doubted,  is  just.  If  a  person  seeks  to  induce 
others  to  become  shareholders  or  investors  in  a  company  in  faith 
of  expert  statements,  he  ought  to  be  responsible  for  the  loss  if 
those  statements  are  false,  unless  he  can  show  that  he  truly  repre- 
sented the  statement  of  his  expert,  and  so  choose  his  expert  that 
it  cannot  be  proved  that  he  had  no  reasonable  ground  to  believe  in 
his  expert's  competency. 

To  this  legal  protection  shareholders  and  investors  are  clearly 
entitled. 
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(c)  When  such  untrue  statement  purports  to  be  a  statement 
made  by  an  official  person,  or  contained  in  what  purports  to  be  a 
copy  of  or  extract  from  a  public  official  document,  then  the  person 
primd  facie  liable  as  having  authorised  the  issue  of  the  prospectus 
or  notice  containing  such  statement  becomes  actually  liable,  unless 
he  proves  such  statement  was  a  correct  and  fair  repi'esentation  of 
such  statement,  or  was  a  correct  and  feir  copy  of  or  extract  from 
such  document. 

This,  too,  is  a  liability  which  any  honest  man  would  readily 
accept,  and  now,  under  the  amended  law,  every  person  so  acting 
must  accept  it  under  legal  compulsion. 

It  is  surely  no  hardship  that  when  any  person  attempts  to 
induce  others  to  take  shares  or  invest  in  a  company,  relying  on  a 
statement  made  on  public  authority,  such  person  should  be  legally 
responsible  if  he  does  not  fairly  set  forth  to  what  such  statement 
in  substance  and  fact  really  amounts. 

There  is  in  this  section  3  a  general  relieving  proviso  as  to 
persons  otherwise  primd  facie  liable,  who,  becoming  aware  of  any 
untrue  statement,  give  certain  public  notice  thereof.  Looking, 
therefore,  to  the  whole  section,  considered  as  giving  protection  to 
shareholders  and  investors,  and  as  imposing  liability  on  directors, 
promoters,  and  other  defined  persons,  the  question  is  whether,  if 
the  defence  of  the  former  and  the  obligations  of  the  latter  are 
carried  further,  enterprise  would  not  be  seriously  and  permanently 
checked. 

If  the  former  say  they  have  not  enough  protection,  the  latter 
certainly  assert  that  they  have  too  much  liability. 

Perhaps  this  discontent,  with  a  double  aspect,  may  be  taken  as 
fair  evidence  that  the  true  mean  has  been  struck. 

Now,  besides  this  recent  Act  the  Directors  Liability  Act,  1890, 
there  is,  under  Section  38  of  the  Companies  Act,  1867,  a  specific 
provision  directed  to  the  great  leading  purpose  of  securing  to 
shareholders  in  a  company  that  supreme  necessity,  adequate 
information  on  material  points  under  responsible  publicity. 
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The  terms  of  this  section  are  as  follows  : — 

"  Every  prospectus  of  a  company,  and  every  notice  inviting  persons 
to  subscribe  for  shares  in  any  joint-stock  company,  shall  specify 
the  dates  and  the  names  of  the  parties  to  any  contract  entered 
into  by  the  company,  or  the  promoters,  directors,  or  trustees 
thereof,  before  the  issue  of  such  prospectus  or  notice,  whether 
subject  to  adoption  by  the  directors  or  the  company  or 
otherwise  ;  and  any  prospectus  or  notice  not  specifying  the 
same  shall  be  deemed  fraudulent  on  the  part  of  the  promoters, 
directors,  and  officers  of  the  company  knowingly  issuing  the 
same,  as  regards  any  person  taking  shares  in  the  company  on  the 
faith  of  such  prospectus,  unless  he  shall  have  had  notice  of  such 
contract." 

It  has  been  objected  that  this  is  an  artificial  manufacture  of  a 
fraud,  but  it  is  clearly  within  the  principle  of  the  protective  system 
in  regard  of  companies. 

If,  as  it  is  right,  people  who  contract  on  their  own  responsibility 
are  to  be  left  to  bear  the  consequences  of  their  acts,  then  they 
ought,  under  the  power  of  the  law,  to  be  furnished,  vmder 
responsible  publicity,  with  the  necessary  data  on  which  to  deter- 
mine whether  to  contract  or  not. 

Besides,  the  section  came  into  existence  to  meet  a  recog- 
nised and  experienced  difficulty,  as  disclosed  by  the  case  of 
Peek  V.  Gurney  (L.R,  6  H.L.,  377). 

Upon  this  section  the  following  considerations  arise  : — 

(1)  It  applies  only  to  shareholders.  It  ought  to  be  extended, 
as  in  the  case  of  the  Directors  Liability  Act,  1890,  to  debenture- 
holders  and  stock-holders. 

(2)  It  extends  to  all  contracts  within  the  mischief  which  led 
to  the  passing  of  the  Act. 

It  includes,  therefore,  all  contracts,  both  written  and  verbal, 
material  to  be  known  by  the  intending  shareholder,  in  order  to 
enable  him  to  form  a  judgment  whether  or  not  to  take  shares. 

This  view  of  the  section  was  taken  in  Sullivan  v.  Metcalfe 
(5  C.P.D.  455),  where  it  was  held  that  every  contract  relating  to 
the  formation  of  a  company,  or  to  its  capital,  property,  or  business 
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when  formed,  or  to  the  position,  pecuniary  or  otherwise,  in  regard 
to  the  company  or  its  promoters  and  vendors,  of  the  directors  or 
other  oflGicers  of  the  company,  which  it  is  material  to  be  made 
known  to  persons  invited  to  take  shares,  in  order  to  enable  them  to 
form  a  judgment  as  to  the  policy  of  so  doing,  is  a  contract  within  the 
meaning  of  section  38  of  the  Companies  Act,  1867,  and  as  such 
must  be  disclosed  under  the  circumstances  which  the  section 
points  out,  providing  that  one  of  the  parties  to  it,  is  on  its  date  or 
subsequently  becomes,  a  promoter,  director,  or  trustee  of  the 
company. 

Certainly  the  section  is  capable  of  very  wide  application. 

As,  however,  the  principle  of  adequate  information  on  this  head 
is  so  important,  any  amendment  of  the  section  or  new  provision  in 
that  behalf  fitted  to  give  fuller  effect  to  this  principle  may  well 
be  adopted.  The  Bill  "to  amend  the  Companies  Acts,  1862  and 
1867,"  brought  into  the  House  of  Commons  by  Mr.  David 
Chadwick,  then  M.P.  for  Macclesfield,  in  1877,  which  passed 
that  House  and  was  read  a  second  time  in  the  Lords,  contains  in 
Clause  4  this  provision  : — 

4.  Subject  and  without  prejudice  to  auy  right  acquired  or  any  liability 
incurred  thereunder  before  the  commencement  of  this  Act, 
Section  38  of  the  Companies  Act,  1867,  is  hereby  repealed  ;  and 
instead  thereof  the  following  enactment  shall  take  effect — that  is 
to  say  :  Every  prospectus  or  notice  announcing  for  subscription  or 
containing  an  invitation  to  subscribe  for  any  share,  bond  deben- 
ture, or  other  capital  of  any  company  under  the  Companies  Acts, 
1862  to  1877,  shall  comply  with  the  following  requirements: — 

(a)  It  shall  state  the  names,  addresses,  and  occupations  of  the  vendors 
of  any  business  or  property  intended^ to  be  sold  to  or  to  be  acquired 
by  such  company. 

(bj  It  shall  state  the  date  of  and  the  names  of  the  parties  to  and  the 
material  contents  of  every  contract  other  than  contracts  for  sup- 
plies or  services,  not  exceeding  two  hundred  pounds  in  value,  made 
before  the  issue  of  such  prospectus  or  notice,  by  or  on  behalf  of 
such  company,  or  by  any  person  who  is  or  afterwards  becomes  a 
promoter,  director,  or  trustee  thereof,  where  such  contract  is  to  be 
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carried  into  effect  out  of  the  funds  or  capital  of  the  company  to  be 
subscribed  under  such  prospectus  or  notice,  or  is  for  the  benefit  of 
such  promoter,  director,  or  trustee  in  relation  to  the  promotion  or 
undertaking  of  the  company. 

(c)  It  shall  contain  a  copy  of  the  memorandum  of  association  of  the 
company,  and  of  the  names,  addresses,  and  occupations  ef  the 
persons  who  have  signed  the  same,  and  the  number  of  shares  in  the 
company  agreed  ts  be  taken  by  each  of  such  persons. 

Every  prospectus  or  notice  which  does  not  comply  with  the  aforesaid 
requirements  shall  be  deemed  to  be  fraudulent  on  the  part  of 
every  promoter,  director,  trustee,  or  officer  of  such  company  who 
has  knowingly  issued  or  been  concerned  in  the  issue  of  such  pro- 
spectus or  notice,  as  regards  any  person  applying,  or  subscribing 
for  any  share,  bond,  debenture,  or  other  capital  in  the  company,  on 
the  faith  of  such  prospectus  or  notice,  unless  such  person  has  had 
notice  of  the  omitted  particulars. 

Every  person  who  has  signed  the  memorandum  of  association  of  the 
company,  or  is,  at  the  date  of  the  issue  of  any  such  prospectus  or 
notice,  entitled  under  any  agreement,  either  absolutely  or  contin- 
gently, on  the  formation  of  the  company,  to  be  a  director  of  the 
company,  or  to  be  allotted  any  share,  bond,  debenture,  or  other 
capital  therein,  or  to  receive  any  payment  out  of  the  funds  or 
capital  of  the  company,  shall  be  deemed  to  be  a  promoter  of  the 
company  within  the  meaning  of  this  section. 

(3)  Attempts  have  been  made  to  evade  the  incidence  of  this 
section  by  what  are  called  waiver  clauses  in  the  prospectus.  In 
principle  such  waiver  clauses  are  bad.  This  statutory  obligation 
is  framed  for  the  public  protection. 

Contracts  to  waive  this  protection  will  be  found  bad  and  void 
in  any  case  where  the  conti-act  within  the  waiver  clause  is 
material.  A  waiver  clause  in  such  a  case  would  no  doubt  be 
declared  void  as  being  against  public  policy. 

A  further  protective  provision  exists  for  the  shareholder  in  the 
remedy  given  against  the  company  by  section  35  of  the  Com- 
panies Act,  1862.  This  section  as  to  the  point  material  for  the 
present  purpose  is  as  follows  : — 
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If  the  name  of  any  person  is,  without  sufficient  cause,  entered  in 
.  .  .  the  register  of  members  of  any  company  under  this  Act, 
the  person  aggrieved  may  .  .  .  apply  for  an  order  of  the  court 
that  the  register  may  be  rectified,  and  the  court  may  either  refuse 
such  application,  with  or  without  costs,  to  be  paid  by  the  apphcant, 
or  it  may,  if  satisfied  of  the  justice  of  the  case,  make  an  order  for 
the  rectification  of  the  register,  and  may  direct  the  company  to  pay 
all  the  costs  of  such  motion,  application,  or  petition,  and  any 
damages  the  party  aggrieved  may  have  sustained.  The  court 
may,  in  any  proceeding  under  this  section,  decide  on  any  question 
relating  to  the  title  of  any  pei'son  who  is  a  party  to  such  proceeding 
to  have  his  name  omitted  from  the  register,  whether  such  question 
arises  between  two  or  more  members  or  alleged  members,  or 
between  any  members  or  alleged  members  and  the  company,  and 
generally  the  court  may  in  any  such  proceeding  decide  any 
question  that  it  may  be  necessary  or  expedient  to  decide  for  the 
rectification  of  the  register  ;  provided  that  the  court,  if  a  court  of 
common  law,  may  direct  an  issue  to  be  tried,  in  which  any 
question  of  law  may  be  raised. 

The  remedy  provided  by  this  section  is  grounded  on  the  general 
right  to  rescind  a  contract  which  has  been  induced  by  a  mis- 
representation going  to  the  root  of  the  contract. 

Here,  if  the  prospectus  of  a  company  is  false  so  as  to  constitute 
a  material  misrepresentation,  by  way  either  of  misstatement  or 
concealment,  inducing  to  the  contract  to  take  shares,  the  share- 
holder has  then  against  the  company  a  right  to  rescind  the  con- 
tract. 

This  right  he  may  pursue  either  at  the  common  law  or  by  sum- 
mary procedure  under  this  section. 

The  statutory  criminal  liability  of  directors  and  others  is 
derived  from  section  84  of  the  Larceny  Act,  1861, 

The  provisions  of  this  section  84  are  as  follows  : — 

Whosoever,  being  a  director,  manager,  or  public  officer  of  any  body, 
corporate  or  public  company,  shall  make,  circulate,  or  publish,  or 
concur  in  making,  circulating,  or  publishing  any  written  statement 
or  account  which  he  shall  know  to  be  false  in  any  material 
particular,  with  intent  to  deceive  or  defraud  any  member,  share- 
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holder,  or  creditor  of  such  body,  corporate  or  public  company,  or 
with  intent  to  induce  any  person  to  become  a  shareholder  or 
partner  therein,  or  to  intrust  or  advance  any  property  to  such 
body,  corporate  or  public  company,  or  toenter  into  any  security 
for  the  benefit  thereof,  shall  be  guilty  of  a  misdemeanour,  and, 
being  convicted  thereof,  shall  be  liable,  at  the  discretion  of  the 
court,  to  any  of  the  punishments  which  the  court  may  award,  as 
hereinbefore  last  mentioned. 

Having  now  traced  the  protective  legal  provisions  applicable 
to  shareholders  and  investors  in  companies,  the  question  again 
comes  up,  are  they  grounded  on  right  principles,  are  they  suflScient 
for  their  purpose  t 

This  principle  is  to  furnish,  under  responsible  publicity, 
adequate  data  on  which  any  person  may  be  able  to  decide  whether 
or  not  to  take  shares  or  invest  in  a  company. 

Amendments  of  the  law,  in  conformity  with  this  principle,  have 
been  suggested  from  time  to  time.  Some  of  them  would 
undoubtedly  be  improvements  in  the  law. 

Several  may  be  noticed — (1)  The  obligation  upon  companies 
to  prepare  report  and  balance  sheet  and  profit  and  loss  statement, 
in  prescribed  form,  as  provided  by  section  7  of  Mr.  David  Chad- 
wick's  Bill. 

(2)  The  securing  to  the  members  of  every  company  a  proper 
opportunity  of  being  informed  of  the  contents  of  the  balance  sheet, 
made  up  to  a  prescribed  date  prior  to  the  meeting  at  which  it  is 
to  be  submitted,  as  provided  by  section  9  of  the  Bill  "to  amend 
the  Companies  Act,  1862,"  introduced  into  the  House  of  Commons 
in  1890  by  Mr.  Hoyle,  M.P. 

(3)  More  explicit  stipulations  as  to  disclosures  in  the  pro- 
spectuses of  companies,  as  provided  by  the  above-stated  section  4 
of  Mr.  Chadwick's  Bill,  or  as  provided  by  section  8  of  Mr. 
Hoyle's  Bill. 

(4)  The  provision  as  to  the  valuation  of  plant  or  property 
contained  in  section  10  of  Mr.  Hoyle's  Bill. 

(5)  The   obligation   to   file   copy   register  of   mortgages   and 
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charges  required  to  be  kept  by  section  53  of  the  Companies  Act, 
1862,  as  provided  by  section  11  of  Mr.  Hoyle's  Bill. 

On  the  other  hand,  there  are  suggested  provisions — 

(1^  Stipulating  that  no  application  for  allotment  of  any 
capital,  in  pursuance  of  any  prospectus  or  notice  inviting  sub- 
scriptions for  shares  or  capital,  shall  be  binding,  unless  the 
capital  bond  fide  subscribed  at  the  time  of  the  allotment  amount 
to  at  least  two-thirds  of  the  amount  of  the  capital  offered  in  the 
prospectus  or  notice,  as  set  forth  in  section  5  of  Mr.  Chadwick's 
Bill. 

(2)  Requiring  double  registration,  provisional  and  final,  and 
making  final  registrations  dependent  inter  alia  on  (a)  allotment  of 
not  less  than  three-fourths  of  the  shares  of  the  company,  (h) 
payment  in  cash  of  one-fifth  of  their  nominal  amount  of  every 
share  allotted,  subject  to  payment  in  cash,  as  declared  in  Section  6 
of  Mr.  Hoyle's  Bill.  Such  provisions  are  distinct  violations  of  the 
principle  of  giving  intending  shareholders  and  investors  in  a  com- 
pany adequate  information  by  the  prospectus  and  the  notice  in- 
viting them  to  subscribe,  and  of  then  leaving  them  to  act  on  their 
own  responsibility,  taking  upon  themselves,  subject  to  the  rights  of 
redress  provided  by  the  law  as  to  misrepresentation  and  fraud 
above  detailed,  all  the  consequences  of  their  own  acts. 

Such  provisions  injuriously  limit  enterprise,  and  interfere  with 
freedom  of  contract.  They  affect,  but  in  reality  fail,  to  protect 
people  against  the  consequences  of  their  own  acts. 

As  to  the  provision  in  Mr.  Chadwick's  Bill,  requiring  two-thirds 
of  the  capital  to  be  subscribed  as  a  condition  precedent  to  allot- 
ment, the  late  Master  of  the  Rolls,  Sir  G.  Jessel,  said,  before  the 
1887  Select  Committee  on  the  Companies  Acts,  1862  and  1867  : 
•*  I  do  not  understand  why  you  should  protect  grown  men,  and  say 
that  they  should  not  subscribe  to  companies  unless  two-thirds  of 
the  capital  was  bond  fide  subscribed,  or  any  other  share  of  it." 

It  is,  therefore,  eminently  in  the  public  interest  that  nothing 
should  be  done  to  limit  freedom  of  contract  in  respect  of  or  put  a 
check  upon  enterprise. 
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What  is  wanted  is  that  the  principle  on  which  the  law  relating 
to  companies,  as  regards  shareholders  and  investors,  has  so  long 
rested — the  providing  of  adequate  information  on  material  points 
under  responsible  publicity — should  be  preserved  intact. 

That  principle,  effectively  expressed  by  due  practical  provisions 
and  systematically  applied,  is  a  sufficient  protection  to  shareholders, 
investors,  and  the  public. 
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'^The  Financial  Crises  of  1866  and  1890." 

By     John    Sdtcliffe, 


Read  March  9,  1892. 


The  history  of  the  numerous  financial  crises  of  this  century  would 
not  be  described,  even  by  the  most  enthusiastic  statistician,  as 
light  reading.  It  is,  however,  of  vast  importance  ;  for  surely  the 
knowledge  and  experience  gained  in  passing  through  one  such 
crisis  would  enable  the  financial  world  to  prevent  a  repetition,  or 
at  least  to  mitigate  the  consequences  of  another.  In  the  ordinary 
affairs  of  life  this  would  not  be  an  unreasonable  expectation.  Un- 
fortunately this  is  not  to  be  hoped  for  in  the  financial  world  ;  for 
crisis  succeeds  crisis,  panic  succeeds  panic  with  such  regularity 
that  in  many  respects  the  history  of  one,  with  but  little  variation, 
is  the  history  of  its  successor. 

Special  interest  attaches  to  the  crises  of  1866  and  1890,  in  that 
both  were  essentially  financial,  not  commercial  crises,  similar  in 
that  each  was  in  connection  with  one  large  firm  of  surpassing  size, 
the  magnitude  of  whose  transactions  mounted  up  to  millions — 
Overend,  Gurney,  and  Co.,  and  Baring,  Bros,  and  Co.  The 
action  of  the  Bank  of  England  in  both  cases  is  of  supreme  import- 
ance, in  the  one  case  attended  with  panic,  in  the  other  panic  was 
avoided. 

The  financial  crisis  of  1866  was  preceded,  as  in  so  many 
previous  crises,  with  the  very  stringent  state  of  the  money  market. 
The  rapid  rise  of  the  Bank  rate,  the  great  and  increasing  decline 
in  the  value  of  all  descriptions  of  public  securities,  particularly 
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joint-stock  bank,  credit,  and  finance  companies'  shares,  heralding 
the  approaching  collapse. 

It  will  save  numerous  references  to  place  before  you  at  once 
the  Bank  rate  fluctuations  for  that  year  : — 

Bank  Rate  in  1866. 

On  the  28th  December,  1865,  it  was  raised  from  6  per  cent  to  7  per  cent. 

4th  January,  1866 8        „ 

22nd  February    7         ,, 

loth  March 6         „ 

3rd  May 7        „ 

8th    „    8 

nth     „    9 

12th    „    10 

16thAugust 8         „ 

23rd       „  7 

30th       „         6 

6th  September 5        „ 

27th         „  4J       „ 

On  the  10th  May,  1866,  the  most  important  and  serious  failure 
ever  announced  in  London  took  place.  Overend,  Gurney,  and  Co. 
Limited  were  on  that  afternoon  compelled  to  stop  payment,  and 
closed  their  doors. 

It  is  necessary  that  we  should  call  to  mind  the  high  position 
Messrs.  Overend,  Gurney,  and  Co.  occupied  in  financial  circles  in 
London — second  only  to  the  Bank  of  England  itself — their 
immense  wealth,  the  magnitude  of  their  business,  in  order  fully  to 
realise  the  intensity  of  the  panic  on  that  memorable  "Black 
Friday  "  when  the  worst  was  known. 

Their  legitimate  business  was  that  of  discounting  bills,  for 
banks  principally,  and  a  most  profitable  business  it  was,  attended 
with  very  slight  risk  of  loss.  It  was  stated  that  their  turnover 
exceeded  £150,000,000  per  annum,  and  their  profits  were  esti- 
mated at  £200,000  per  annum.  The  partners'  wealth  was 
generally  supposed  to  extend  to  milhons.  With  such  an  im- 
mensely profitable  business,  however,  they  must  needs  seek  for 
still  higher  profits,  which  they  apparently  found  in  financing 
contractors,  &c.     It  was  at  a  time  when  works  of  vast  magnitude 
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were  in  course  of  construction  in  various  parts  of  the  world ;  but 
the  strain  of  the  contractors'  bills,  not  unattended  with  immense 
frauds,  resulted,  instead  of  a  profit  annually  of  £200,000,  in 
losses  of  £500,000  per  annum. 

The  utter  recklessness  and  folly  of  the  firm  of  Messrs.  Overend, 
Gurney,  and  Co.,  who  had  wrecked  so  magnificent  a  position  and 
business,  is  almost  inconceivable.  At  last  they  sought  the  advice 
of  some  of  the  most  eminent  financial  and  commercial  men  of  the 
day,  to  whom  they  submitted  a  full  statement  of  their  affairs,  and 
a  limited  liability  company  was  formed,  hoping  that  the  most 
valuable  part  of  the  business  might  be  carried  on  with  profit  and 
kept  together.  Hence,  Overend,  Gurney  and  Co.  Limited  was 
formed,  with  a  nominal  capital  of  £5,000,000  paid  up,  £1,500,000 
in  shares  of  £50  each,  on  which  £15  had  been  paid,  giving  to  the 
old  firm  £500,000  for  the  goodwill.  The  general  public  regarded 
the  new  company  with  favour.  The  directors  had  faithfully 
endeavoured  to  conduct  the  business  of  the  new  company  with 
great  caution,  and  got  credit  for  doing  so,  but  everything  had 
been  against  them.  The  frequent  disasters  affecting  only  the 
assets  of  the  old  firm  damaged  the  new  firm,  and  the  persistent 
sale  of  their  shares  on  speculation  bringing  them  to  a  discount 
alarmed  the  depositors.  The  drain  upon  their  resources  was 
such  that  application  was  made  to  the  Bank  of  England  for 
assistance,  but  the  Governors  felt  it  would  be  vain  in  a  crisis  like 
the  present  one,  unless  they  were  prepared  to  help  all  that  might 
be  compelled  to  come  to  them.  There  was  no  time  to  seek  other 
help  either  from  creditors  or  similiar  institutions,  or  to  make 
a  call  on  their  shareholders ;  moreover,  the  difficulties  pending  had 
become  too  widely  known,  so  there  was  no  alternative  but  to  close 
the  doors,  which  they  did  on  Thursday,  May  10th,  1866,  after  an 
existence  of  only  nine  months. 

It  is  almost  impossible  to  exaggerate  the  consternation  and 
excitement  in  the  city  on  the  following  day,  Friday,  May  11th, 
1866.  The  Bank  rate  was  advanced  to  9  per  cent,  and  it 
was    further    announced    that    advances   would  be   allowed   on 


102  MR.    JOHN    SUTCLIFFE    OX    THE 

Government  securities  at  10  per  cent.  Some  idea  of  the  in- 
tensity of  the  panic  may  be  realised  when  it  is  remembered  that 
at  one  time  it  was  impossible  to  sell  Consols  or  Exchequer  Bills. 
The  run  on  the  banks — the  enormous  pressure  on  all  monetary 
institutions — the  increasing  wildness  of  the  public,  &c.,  &c., 
became  so  alarming  that  the  Bank  of  England  decided  on  applying 
to  the  Government  for  an  immediate  relaxation  of  the  Bank 
Charter.  An  influential  deputation  of  some  of  the  leading  bankers 
and  merchants  waited  upon  the  Chancellor  of  the  Exchequer,  and 
at  a  late  hour  at  night  Mr.  Gladstone  announced  in  the  House  of 
Commons  that  the  Government  had  decided  to  grant  the  relief 
sought. 

The  correspondence  published  the  following  morning,  the  12th 
of  May,  1866,  is  of  too  interesting  a  nature  to  be  omitted  here. 

Bank  of  England,  11th  May,  1866. 

Sir, — We  consider  it  to  be  our  duty  to  lay  before  the  Govern- 
ment the  facts  relating  to  the  extraordinary  demands  for  assistance 
which  have  been  made  upon  the  Bank  of  England  to-day,  in 
consequence  of  the  failure  of  Messrs.  Overend,  Gurney  &  Co. 

We  have  advanced  to  the  bankers,  billbrokers,  and  merchants 
in  London  during  the  day  upwards  of  four  millions  sterling,  upon 
the  security  of  Government  Stock  and  Bills  of  Exchange — an 
unprecedented  sum  to  lend  in  one  day,  and  which,  therefore,  we 
suppose  would  be  sufl&cient  to  meet  all  their  requirements,  although 
the  proportion  of  this  sum  which  may  have  been  sent  to  the 
country  must  materially  aflfect  the  question. 

We  commenced  this  morning  with  a  reserve  of  £5,727,000, 
which  has  been  drawn  upon  so  largely  that  we  cannot  calculate 
upon  having  so  much  as  .£3,000,000  this  evening,  making  a  fair 
allowance  for  what  may  be  remaining  at  the  branches. 

We  have  not  refused  any  legitimate  application  for  assistance, 
and  imless  the  money  taken  from  the  Bank  is  entirely  withdrawn 
from  circulation  there  is  no  reason  to  suppose  that  this  reserve  is 
insufficient. — We  have  the  honour  to  be,  sir,  your  obedient  servants, 

Z^"       A\  ^  ^'  ^"  Holland,  Governor. 

V.    g"    /   I  T.  Newman  Hunt,  Deputy-Governor. 

The  Rt.  Hon.  the  Chancellor  of  the  Exchequer,  M.P.,  &c.,  &c. 
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To  the  Governor  and  Deputy-Governor  of  the  Bank  of  England. 

Gentlemen, — We  have  the  honour  to  acknowledge  receipt  of 
your  letter  of  this  day  to  the  Chancellor  of  the  Exchequer,  in 
which  you  state  the  course  of  action  at  the  Bank  of  England, 
under  the  circumstances  of  sudden  anxiety  which  have  arisen  since 
the  stoppage  of  Messrs.  Overend,  Gurney  and  Company  Limited 
yesterday. 

We  learn  with  regret  that  the  Bank  reserve,  which  stood  so 
recently  as  last  night  at  a  sum  of  about  five  millions  and  three 
quarters,  has  been  reduced  in  a  single  day  by  the  liberal  answer 
of  the  Bank  to  the  demands  of  commerce  during  the  hours  of 
business,  and  by  its  great  anxiety  to  avert  disaster,  to  little  more 
than  half  that  amount,  or  a  sum  (actual  for  London  and  estimated 
for  the  branches)  not  greatly  exceeding  three  millions. 

The  accounts  and  representations  which  have  reached  Her 
Majesty's  Government  during  the  day  exhibit  the  state  of  things 
in  the  city  as  one  of  extraordinary  distress  and  apprehension. 
Indeed,  deputations  composed  of  persons  of  tlie  greatest  weight 
and  influence,  and  representing  alike  the  private  and  joint-stock 
banks  of  London,  have  presented  themselves  in  Downing  Street, 
and  have  urged  with  unanimity  and  with  earnestness  the  necessity 
of  some  intervention  on  the  part  of  the  State  to  allay  the  anxiety 
which  prevails,  and  which  appears  to  have  amounted  through 
great  part  of  the  day  to  absolute  panic. 

There  are  some  important  points  in  which  the  present  crisis 
differs  from  those  of  1847  and  1857.  Those  periods  were  periods 
of  mercantile  distress,  but  the  vital  consideration  of  banking  credit 
does  not  appear  to  have  been  involved  in  them  as  it  is  in  the 
present  crisis. 

Again,  the  course  of  affairs  was  comparatively  slow  and 
measured,  whereas  the  shock  has  in  this  instance  arrived  with  an 
intense  rapidity,  and  the  opportunity  for  deliberation  is  narrowed 
in  proportion.  Lastly,  the  reserve  of  the  Bank  of  England  has 
suffered  a  diminution  without  precedent  relatively  to  the  time  in 
which  it  has  been  brought  about,  and  in  view  especially  of  this 
circumstance  Her  Majesty's  Government  cannot  doubt  that  it  is 
their  duty  to  adopt  without  delay  the  measures  which  seem  to 
them  best  calculated  to  compose  the  public  mind  and  to  arrest  the 
calamities  which  may  threaten  trade  and  industry.  If,  then,  the 
Directors  of  the  Bank  of  England,  proceeding  upon  the  prudent 
rules  of  action  by  which  their  administration  is  usually  governed, 
shall  find  that  in  order  to  meet  the  wants  of  legitimate  commerce 
it  be  requisite  to  extend  their  discounts  and  advances  upon 
approved  securities,  so  as  to  require  issues  of  notes  beyond  the 
limits  fixed  by  law,  Her  Majesty's  Government  recommend  that 
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this  necessity  should  be  met  immediately  upon  its  occurrence,  and 
in  that  event  they  will  not  fail  to  make  application  to  Parliament 
for  its  sanction. 

No  such  discount  or  advance,  however,  should  be  granted  at  a 
rate  of  interest  less  than  10  per  cent,  and  Her  Majesty's  Govern- 
ment reserve  it  to  themselves  to  rec'  mmend,  if  they  should  see  fit, 
the  imposition  of  a  higher  rate.  After  deducting  by  the  Bank  of 
whatever  it  may  consider  to  be  a  fair  charge  for  its  risk,  expense, 
and  trouble,  the  profits  of  these  advances  will  accrue  to  the 
public. — We  have  the  honom-  to  be,  gentlemen,  your  obedient 

««'^^^*^'  ,„.       ,  J  Russell. 

(Signed)  ^^_  E.    Gladstone. 

Downing  Street,  May  11th,  1866. 


To  the  Right  HonourahU  Earl  Russell  and  the  Right  Honourable 
W.  E.  Gladstone,  M.P. 

Bank  of  England,  May  12th,  1866. 

My  Lord  and  Sir, — Having  laid  before  the  Court  of  Directors 
the  letter  received  from  you  yesterday,  with  respect  to  a  further 
issue  of  notes,  if  necessary,  beyond  the  limit  affixed  by  the  Act  of 
1844,  we  have  now  the  honour  to  enclose  a  copy  of  the  resolutions 
of  the  Court  thereupon, — We  have  the  honour  to  be,  my  lord  and 
sir,  your  most  obedient  servants, 

H.  L.  Holland,  Governor. 

T.  N.  Hunt,  Deputy-Governor. 

Copy  of  Resolutions  enclosed. 

At  a  Court  of  Directors  of  the  Bank  on  Saturday,  May  12th, 
1866— 

Resolved,  "That  the  Governors  be  requested  to  inform  the 
First  Lord  of  the  Treasury  and  the  Chancellor  of  the  Exchequer, 
'  That  the  court  is  prepared  to  act  in  conformity  with  the  letter 
addressed  them  yesterday.' " 

Resolved,  "  That  the  minimum  rate  of  discount  of  bills  not 
having  more  than  ninety-five  days  to  run,  be  raised  from  9  to  10 
per  cent." 

Precisely  as  in  previous  crises,  as  soon  as  it  was  known  that 
the  increased  powers  sought  had  been  given  to  the  Bank  Directors, 
it  was  apparent  that  the  worst  had  passed.  The  effect  of  the 
relaxation  was  immediate  on  the  market  for  public  securities. 
The   sacrifice  of  securities   and   property   was   appalling  during 
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the  crisis.  So  great  a  fall  in  all  kinds  of  shares  and  securities  had 
never  before  occurred.  Bank,  credit,  and  financial  companies 
experienced  a  most  alarming  depreciation,  while  many  such  failed, 
especially  such  as  had  contractor's  paper.  The  mercantile  suspen- 
sions were,  however,  not  numerous.  In  fact,  the  trade  of  the 
country,  as  shown  by  the  returns  at  the  end  of  the  year,  proved 
that  the  trade  of  the  year,  notwithstanding  the  panic,  had  been 
prosperous. 

The  correspondence  T  have  just  read  is  at  once  so  explanatory 
that  comment  is  needless.  Having  so  recently  emerged  from 
a  crisis  in  which  the  Bank  of  England  was  so  much  to  the  fore, 
and  throughout  acted  with  such  commendable  and  consummate 
ability,  we  are  the  better  able  to  appreciate  the  enlightened  policy 
by  which  a  panic  was  avoided  in  the  Baring  crisis  of  1890. 
The  Directors  of  the  Bank  of  England  no  doubt  acted  as 
according  to  their  judgment  was  for  the  best.  At  the  meeting  of 
the  Proprietors  on  the  13th  September,  1866,  they  took  credit  for 
their  action,  and  Mr.  L.  Holland,  the  Governor  of  the  Bank,  stated 
that  they  had  advanced  no  less  a  sum  than  £45,000,000  in  the 
short  space  of  three  months.  They  did  not  avail  themselves  of 
the  relief  offered,  and  although  the  Bank  Charter  Act  was  restricted 
in  their  favour,  they  did  not  find  it  necessary  to  use  the  powers 
granted  them,  but  at  a  cost  to  the  mercantile  world  of  three 
months'  Bank  rate  at  10  per  cent.* 

Baring  Bros,  and  Co.,  1890. 

In  his  inaugural  address  to  the  Institute  of  Bankers  in  the 
beginning  of  November,  1890,  Sir  R.  N.  Fowler  dwelt  at  length 
with  the  rather  sharp  fall  in  the  price  of  Consols,  which,  standing 
at  98f  in  May,  had  drooped  continuously  until  they  were 
quoted  93f  in  November,  and  spoke  of  it  as  a  shadow  overcast 
upon  otherwise  pleasing  evidences  of  the  buoyancy  of  trade  • 
Although  the  fall  in  Consols  had  been  much  discussed — some 
attributing  it  to  one  cause,   some  to  another,   and  even  in  the 

*  For  much  of  this  account  of  Overend,  Gurney  and  Co.'s  failure  I  am  indebted 
to  the  Bankers'  Almanack  for  1867,  which  gives  a  lengthy  and  detailed  history  of  the 
crises  of  1866. 
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address  alluded  to,  Sir  R.  N,  Fowler  had  mentioned  the  "immense 
sum  recently  lent  by  this  country  to  the  Argentine  Republic  and 
other  South  American  countries  whose  credit  '*'  had  suffered — there 
was  no  hint  as  to  the  true  cause  or  how  dark  a  shadow  it  was  that 
was  looming  in  the  immediate  future. 

On  Friday,  the  7th  November,  1890,  the  Bank  rate  was 
advanced  to  6  per  cent,  and  still  failing  to  attract  gold,  an  unpre- 
cedented event  in  the  annals  of  the  Stock  Exchange  took  place 
early  in  the  following  week.  The  Bank  of  England,  through  their 
own  broker,  publicly  announced  that  arrangements  had  been  made 
by  which  its  stock  of  gold  would  be  increased  by  £3,500,000, 
Of  this  £1,500,000  had  been  obtained  by  the  sale  of  Treasury 
Bonds  to  the  Imperial  Treasury  of  Russia,  while  £2,000,000' 
afterwards  increased  to  £3,000,000,  had  been  obtained  from  the 
Bank  of  France — by-the-by,  not  the  first  time  from  France,  for  the 
same  thing  occurred  in  1839. 

It  may  be  desirable  here  to  make  a  little  digression,  and  discuss 
at  length  these  loans  of  gold  from  the  Bank  of  France  and  the 
Imperial  Treasury  of  Russia.  We  need  take  no  notice  of  the  many 
references  to  the  wounded  national  vanity  in  being  compelled  to 
seek  such  loans.  Nor  need  we  do  more  than  refer  to  the  fact  that 
the  reluctance  of  the  Bank  of  France — it  was  even  stated  the 
determined  resistance  of  some  of  its  Directors — was  at  length 
overcome,  or  to  the  fact  that  the  loan  from  Russia  was  obtained 
upon  somewhat  onerous  terms. 

The  point  of  far  more  interest  to  us  to-night  is,  was  there  a 
positive  necessity  to  go  outside  for  any  gold  at  all  ?  The  reserve 
at  the  Bank  of  England  on  November  13th,  1890,  was  £11,104,776 
(increased  on  November  20th,  1890,  to  £14,551,622,  of  course  by 
this  operation).  The  gold  circulation  of  the  United  Kingdom  is 
variously  estimated  at  from  £100,000,000  to  £110,000,000.  The 
latest  published  estimate  of  the  Deputy  Master  of  the  Mint  is 
£102,000,000,  of  which  it  is  stated  £52,625,000  are  light  coins. 

To  a  Chancellor  of  Exchequer  so  interested  in  the  rehabilita- 
tion of  the  gold  coinage  as  Mr.  Goschen,  and  with  the  cost  of  such 
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rehabilitation  substantially  agreed  upon  (only  the  manner  of  deal- 
ing with  such,  being  a  matter  of  detail  in  bookkeeping,  <fec.),  one 
might  reasonably  have  thought  here  was  the  very  opportunity 
for  acting  in  a  broad  and  statesmanlike  way,  by  causing  the 
simple  announcement  that  gold  would  be  received  by  the  Bank  of 
England  free  from  any  deduction  whatever  for  light  coins.  Assum- 
ing the  above  estimate  of  light  coins  to  be  even  approximately  cor- 
rect, there  will  be  found  few  bankers  who  will  not  agree  to  this,  that 
such  an  announcement,  even  if  limited  to  one  week,  during  which 
the  privilege  would  extend,  from  £3,000,000  to  £5,000,000 
would  have  been  readily  forthcoming.  The  experiment  might  be 
well  worth  while  trying  even  now.  It  would  at  least  be  some 
guide  if  ever  such  circumstances  arise  again. 

Alarmist  rumours  were  in  circulation,  which  the  announcement 
of  the  gold  arrivals  failed  to  allay ;  apprehensions  increased  in 
well-informed  circles  as  to  the  real  significance  of  the  movement 
in  gold.  On  Friday,  14th  November,  1890,  it  leaked  out  that 
the  Bank  of  England  Directors  and  other  bankers  were  in  consul- 
tation at  five  o'clock  in  the  afternoon,  and  the  following  day  it  was 
announced  that  the  great  financial  firm  about  whom  there  had 
been  so  many  rumours  was  no  other  than  the  great  firm  of  Messrs. 
Baring  Bros,  and  Co. 

This  event  solved  many  questions  that  had  been  puzzling 
commercial  men  of  late.  This  accounted  for  the  drop  in  Consols. 
The  unprecedented  gold  arrivals  were  completely  explained. 
Probably  the  most  important  discovery  made  was  the  fact  that 
appears  almost  to  have  escaped  notice,  namely,  that  one  financial 
house,  it  matters  not  of  what  magnitude,  was  able  to  dictate  to 
the  Bank  of  England  what  the  Bank  rate  should  be.  If  the 
business  had  been  connected  with  the  cotton  trade,  for  instance, 
and  not  with  finance,  it  would  have  been  described  thus,  that 
Messrs.  Baring  Bros,  and  Co.  had  made  a  ''corner"  in  gold,  or  in 
the  price  of  money — that  is,  in  the  Bank  rate.  There  is  a 
reference  to  this  matter,  but  only  a  vexy  slight  one,  in  the 
Economist  of  the  15th  November,  1890,  as  follows:  "It  will  be 
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remembered  that  more  than  once  last  year,  when  it  was  desired  to 
oil  the  wheels  of  the  Stock  Exchange,  gold  was  brought  hither 
from  Russia  by  some  of  our  great  finance  houses.     The  gold  was 
under  the  control  of  those  houses,   and  was  thus  pi'actically  an 
addition  to  the  market  supplies  of  money."     Messrs.  Baring  Bros, 
and  Co.  acted  as  the  London  bankers  of  the  Imperial  Treasury  of 
Russia,  and  their  action  was  undoubtedly  beneficial  to  the  mercan- 
tile community,  in  that  they  were  thus  able  to  bring  gold  just  at 
the  critical  times  when  without  such  gold  the  Bank  rate  must  of 
necessity  have  been  raised.     It  would  be  interesting  to  have  a 
detailed  account  of  the  numerous  mysterious  movements  of  gold 
from  Russia,  and  to  and  from  South  America,  and  the  no  less 
mysterious  announcements  that  three-quarters  of  a  million  in  Bank 
of  England  notes  had  been  sent  to  Moscow,  and  shortly  afterwards 
the  return  of  thera.     Tt  does  not  seem  improbable  that,  if  the  real 
history  could  be  ascertained,  it  would  be  found  that  it  was  of  the 
greatest  importance    to   Messrs.  Baring  Bros,    and   Co.   that  the 
Bank  rate  should  not  be  raised.      If  it  had  been,  perhaps  the 
collapse  would  have  come  sooner  than  it  did.     They  therefore  did 
not  hesitate  to  use  theh-  immense  influence  to  prevent  the  raising 
of  the  Bank  rate  by  the  various  movements  alluded  to.       It  has 
been   said   the    applications  to  the    Bank   of  France   and  Russia 
for  the  loan  of  gold  hurt  the  national  vanity,  but  surely  it  ought 
to   be  much   more  wounded   to   think  that   any  one  firm   should 
be  able  to  act  so  directly  upon  the  Bank  rate  as  to  be  able  to 
raise  or  lower  it  at  its  own  sweet  will.     Of  course,  in  this  case, 
even  if  proved  up  to  the  hilt  that  such  was  the  fact,  it  was  beneficial 
to  the  commercial  world  generally  ;  but  suppose  their  interest  had 
been  in  the  other  direction,  and  that  a  high  rate  might  have  added 
to  their  wealth,  it  is  almost  unendurable  to  feel  that  the  Bank 
rate  should  be  so  easily  "cornered."     This  is  a  serious  matter,  and 
one  that  should  by  no  means  be  lost  sight  of.     Two  significant 
questions  were  asked  at  the  close  of  an  article  in  the  Statist,  31st 
January,    1891  :    "  What  would   happen  if  a  syndicate   were  to 
combine  to  withdraw  five  to  six  millions  in  gold  from  the  Bank  of 
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England  1  and  what  would  be  our  position  in  England  if  war  were 
to  break  out  with  only  twenty  to  twenty-four  millions  sterling 
in  gold  V 

To  resume.  At  the  meeting  of  the  Bank  of  England  Directors' 
&c.,  on  Friday  afternoon,  it  was  agreed  that  the  Bank  of  England 
would  undertake  the  liquidation  of  the  great  firm  of  Messrs, 
Baring  Bros,  and  Co.,  subject  to  a  guarantee  from  the  other 
banks,  &c.,  of  not  less  than  £4,000,000.  The  guarantee  speedily 
amounted  to  no  less  a  sum  than  £15,000,000,  and  is  of  such 
importance  that  I  give  a  copy  of  it  in  full : — 

Form  op  Guarantee  for  Liabilities  of  Baring  Bros.  &,  Co., 
Adopted  by  Syndicate. 

Guarantee  Fund. 

Bank  of  England,  November,  1890. 

In  consideration  of  advances  which  the  Bank  of  England  have 
agreed  to  make  to  Messrs.  Baring  Bros,  and  Co.,  to  enable  them 
to  discharge  at  maturity  their  liabilities  existing  on  the  night  of 
the  15th  November,  1890,  or  arising  out  of  business  initiated  uu 
or  prior  to  the  15th  November,  1890, 

We,  the  undersigned,  hereby  agree,  each  individual,  firm,  or 
company  for  himself  or  themselves  alone,  and  to  the  amount  only 
set  opposite  to  his  or  their  names  respectively,  to  make  good  to 
the  Bank  of  England  any  loss  which  may  appear  whenever  the 
Bank  of  England  shall  determine  that  the  final  liquidation  of  the 
liabilities  of  Messrs.  Baring  Bros,  and  Co.  has  been  completed  so 
far  as  in  the  opinion  of  the  Governors  is  practicable.  All  the 
guarantors  shall  contribute  rateably,  and  no  one  individual,  firm, 
or  company  shall  be  called  on  for  his  or  their  contribution  without 
the  like  call  being  made  on  the  others.  The  maximum  period 
over  which  the  liquidation  may  extend  is  three  years,  commencing 
15th  November,  1890. 

It  creates  a  precedent  for  future  action  that  may  be  invaluable, 

and  reflects  the  greatest  credit  upon  all  concerned. 

It  is  interesting  to  note  the  Rank  rate  during  the  crisis  : — 

25th  September,  1890    5  per  cent. 

7th  November      ,,       6        do. 

4th  December       „       5        do. 

as  compared  with  three  months'  10  per  cent  during  the  crisis  of 
1866.     The  "other  deposits"  in  the  Bank  of  England  reached  the 
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also'^'unprecedented  figure  of  £34,364,834,  evidently  proving  how 
the  other  bauks  were  preparing.  The  position  of  the  Bank  of 
England,  as  compared  with  other  crises  when  the  Bank  Act  was 
suspended,  is  shown  below  : — 

Coin  and  Bulliou.  Reserve. 

Bank  Act  suspended  iu  1847       ...      £8,312,691       ...  £1,606,000 

1857       ...         6,484,096       ...  1,462,000 

„                „              1866       ...       11,857,786       ...  859,000 

1890       ...       22,557,847       ...     14,551,622 

As  in  the  case  of  Overend,  Gurney,  and  Co.,  so  also  was  it 

with  Baring  Bros,  and  Co.     The  soundest  part  of  their  business, 

and  most  free  from  risk,  consisted  of  accepting  bills  against  bills 

of  lading,   &c.,   and  for  all  parts  of  the  globe.     Their  name  and 

fame  was  world-wide.     This  part  of  their  business  was  stated  to 

produce  an  income  of  £100,000  per  annum.     But  it  was  by  no 

means  the  most  profitable.    The  Statist  of  the  1st  December,  1888, 

gives  a  list  in  detail  of  the  various  public  loans  issued  by  them.     I 

will  merely  give  the  totals  in  order  that  you  may  realise,  or  at  least 

speculate  upcu,  the  probable  profits  made  by  them  : — 

Aggregate  of  Principal  Public  Loans  issued  by  Barings. 

18S2  14,703,400 

1884   6,683,100 

1885 9,500,000 

1886   18,325,100 

1877   17,595,100 

1888  28,197,780     « 

Total  5  years  11  months...     95,004,480 

The  acceptances  ot  the  firm  aloue,  according  to  the  best  estimate 

that  could  be  formed,  amounted  to  £15,000,000,  and  there  were 

thoroughly  good  assets  to  that  extent.     It  was  estiuiated  that  at  a 

low  price,    though    some  Argentine,   Uruguayan,   and   American 

securities  might  have  to  be  kept  some  time,  there  would  be  a 

surplus  of  assets  over  liabilities  to  the  extent  of  about  £4,000,000. 

The  very  prompt  measures  of  the  Bank  of  England  absolutely 

prevented  anything  approaching  panic.     No  other  houses  of  any 

importance  failed,  credit  was  not  shaken,  and  there  was  no  run  on 

the  banks. 
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The  probability  is  that  if  the  capitalists  and  investing  world 
would  only  have  continued  to  take  up  the  various  South  American 
loans,  as  hitherto,  in  the  unquestioning  manner,  placing  implicit 
confidence  in  the  name  "  Baring,"  they  might  still  have  been 
second  only  to  the  Rothschilds.  But  affairs  in  Argentina  rendered 
their  securities  unpopular,  and  for  many  years  to  come  there  will 
be  little  chance  of  South  American  Stocks  regaining  the  confidence 
of  the  public. 

But  if  there  were  no  failures  comparatively,  and  the  firm  of 
Messrs.  Baring  Bros,  and  Co.  are  possessed  of  assets  over  liabilities 
to  the  extent  of  say  three  millions  sterling,  where,  it  may  be  asked, 
and  upon  whom  do  the  losses,  if  any,  fall  1  I  will  not  dwell  here 
at  length  upon  the  subject,  but  a  very  simple  way  of  estimating 
the  extent  of  the  losses  would  be  to  take  the  market  prices  of 
almost  all  South  American  Stocks  now  and  compare  them  with  the 
prices  of,  say,  1888.  The  diff"ereuce  will  be  the  loss  to  the 
capitalists  and  investors,  many  of  whom  can  ill  afford  to  stand  the 
loss.  Baring  Bros,  and  Co.  will  ever  be  blamed  for  the  utter 
recklessness,  and  some  have  used  stronger  terms,  in  connection  with 
the  last  issue  of  loans  they  floated  in  1888. 

The  history  of  the  crisis  of  1890  will  not  be  complete  until 
three  years  after  the  date  of  the  £15,000,000  guarantee,  but  so 
far  there  is  no  reason  to  doubt  that  the  whole  will  be  repaid  with- 
out recourse  to  the  guarantors. 

"  I  will  tell  you  what  was  at  stake.  You  risked  the  deposition 
of  London  as  the  banking  centre  of  the  universe.  You  risked  the 
supremacy  of  English  credit ;  you  risked  the  transfer  of  the 
business  of  this  country  to  other  centres,  if  such  a  catastrophe 
had  occurred  as  you  were  on  the  eve  of  witnessing.  I  cannot 
exaggerate  the  danger,  the  immediate  danger,  to  which  this  country 
was  exposed  at  the  time." 

The  above  is  an  extract  from  Mr.  Goschen's  speech  at  Leeds, 
on  January  3rd,  1891.  Horrifying  as  this  extract  is,  it  is  by  no 
means  the  most  "blood-curdling"  of  his  utterances  about  that 
time.  Mr.  Goschen  is  fully  aware  of  the  apathy  of  the  nation  in 
matters  connected  with  finance,  and  I  do  not  doubt  he  intentionally 
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painted  the  picture  in  vivid  colours,  feeling  that  ordinary  language 
would  be  of  no  possible  use.  There  is  no  man  living  better  able 
to  judge  as  to  the  risk  attendant  on  the  collapse  of  such  a  gigantic 
firm,  and  probably  no  one  is  better  acquainted  with  the  difficulties 
attendant  upon  every  suggestion  for  the  improvement  of  our 
financial  position  that  are  to  be  met  with  on  every  side — vested 
interests —  the  natural  dislike  to  change — the  antipathy  to  the  very 
mention  of  currency,  and  the  "general  inertness  of  the  public  on 
such  topics.  Surely  if  such  a  picture  as  he  has  depicted  will  not 
move  public  opinion,  nothing  will.  Among  the  numerous  rumours 
in  existence  at  the  time  of  the  crisis  was  one  to  the  effect 
that  the  Government  had  decided  to  appoint  a  Royal  Com- 
mission to  inquire  into  the  working  of  the  Bank  Act  of  1844. 
Mr.  Goschen,  on  27th  November,  1890,  disclaiaied  any  such 
intention,  and  stated  in  the  House  of  Commons,  in  reply  to  a 
question,  that  "if  at  any  time  it  should  appear  to  Her  Majesty's 
Government  that  the  arrangements  made  in  1844  should  be  altered 
in  any  particulars,  they  would  prefer  to  deal  with  the  matter  on 
their  own  initiation  and  responsibility  rather  than  to  relegate  the 
matter  to  a  Royal  Commission." 

The  transcendent  abilities  of  so  eminent  a  financier  as  Mr. 
Goschen,  holding  the  position  of  Chancellor  of  the  Exchequer, 
raised  hopes  of  the  development  of  such  a  statesmanlike  scheme 
being  forthcoming  as  would  provide  automatically  for  such  crises 
as  so  often  recur.  It  was  not,  therefore,  without  disappointment 
that  the  only  practical  proposals  or  suggestions  of  his  speech  at 
Leeds  were  : — 

1.  The  publication  of  more  frequent  accounts  by  banks, 

2.  That  one-pound  notes  should  be  issued. 

3.  That  Bank  reserves  were  not  as  large  as  they  ought  to  be. 

Much  greater  interest,  however,  has  been  taken  in  such  great 
questions  as — 

1.  The  Bank  rate,  and  how  to  restore  it  to  its  former  effective- 

ness. 

2.  The  gold  reserve,  and  how  to  increase  it. 
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3.  The  ntjte  circulation,  and  how  to  increase  its  elasticity. 

4.  The  suspension  of  the  Banii  Act. 

These  are  the  four  chief  factors  in  every  panic  or  crisis,  and 
might  be  described — 

The  Bank  rate  as  the  thermometer, 

The  gold  reserve  as  the  barometer. 

The  note  circulation  has  been  described  as  the  immovable 

cast-iron  system. 
While  the  suspension  of  the  Bank  Act  as  the  safety  valve. 

There  is  hope   when  commercial  men  begin  to  discuss  such 

topics. 

The  Publication  of  Bank  Accounts 

is  a  statutory  obligation  imposed  in  the  public  interest,  for  the 
failure  of  a  bank  is  a  disaster  the  effects  of  which  are  felt  far 
beyond  the  circle  of  its  own  clients.  It  is  not  a  new  principle, 
nor  is  legislative  action  necessary,  to  get  the  banks  to  make  more 
frequent  returns.  Already  we  see  the  London  banks  have  agreed 
to  publish  monthly  accounts,  while  the  country  banks  publish 
their  accounts  quarterly.  Much  might  be  said  as  to  the  form  in 
which  those  statements  are  made,  and  whether  the  present  style 
might  not  be  altered  and  made  to  contain  information  of  much 
greater  use.  Even  this  very  modest  proposal  is  open  to  objection, 
however.  Merchants  and  others  have  frequently  found  this  publi- 
cation a  hindrance,  and  it  is  common  enough  to  see  it  stated  that, 
owing  to  the  anxiety  of  the  banks  to  appear  in  a  strong  position, 
they  have  been  calling  in  loans. 

One-Pound  Notes. 
If  the  issue  of  one-pound  notes  be  principally  for  economy  in 
the  wear,  &c.,  of  gold  coin,  and  the  issue  of  them  is  to  be  on  pre- 
cisely similar  terms  to  the  existing  note  issue,  there  can  be  no 
objection  to  their  issue  if  the  public  will  use  them.  It  may  be 
observed  there  is  no  Act  preventing  their  issue  forthwith  if  the 
Bank  of  England  choose  to  put  them  in  circulation.  The  re- 
habilitation of  the  gold  coinage  and  the  issue  of  one-pound 
notes  might  advantageously  be  worked  together,  it  being  under- 
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Stood  that  the  £30,000,000  to  £40,000,000  light  gold  (so  esti- 
mated by  Mr.  Samuel  Montagu)  would  be  exnhanged  for  one- 
pound   notes  free  from  any  deduction    whatever. 

Mr.  Goschen  made  some  suggestive  remarks  in  his  Budget 
speech  of  1889.  After  promising  to  take  measures  for  the  rehabili- 
tation of  the  gold  coinage,  he  went  on  to  say  :  "  It  would  be  a 
simple  matter  to  provide  for  the  restoration  of  the  gold  coinage  to 
its  full  weight  if  it  was  legitimate  to  treat  the  subject  by  itself,  and 
if  it  was  right  to  throw  the  whole  burden  of  such  a  restoration  on 
the  taxpayer.  But  I  am  not  prepared  to  throw  this  burden  on  the 
taxpayer  without  some  compensation.  If  it  be  the  duty  of  the 
State  to  take  upon  itself  the  cost  of  maintaining  the  metallic 
currency — and  I  am  inclined  to  admit  it — then  I  say  that  the 
State  is  entitled  to  inquire  whether  it  is  in  receipt  of  its  fair  share 
of  the  profit  of  the  paper  currency.  The  two  questions  are  bound 
up  together,  and  I  am  reluctant  to  deal  with  that  branch  of  the 
business  which  involves  expense  to  the  State  without  touching  that 
other  branch  wliere  we  may  hope  to  some  extent  to  re-imbuvse 
ourselves."  And  in  the  subsequent  discussion  he  sought  to  make 
his  meaning  still  clearer  by  stating  that  "  in  dealing  with  the 
question  of  light  gold,  the  question  of  paper  money  generally,  the 
question  of  the  profit  derived  by  paper  money,  and  the  qu.estion  of 
the  maintenance  and  curtailment  of  certain  monopolies  in  respect 
to  paper  issues,  would,  in  his  judgment,  have  to  be  considered  side 
by  side  with  gold." 

This  statement  of  Mr.  Goschen,  raises  a  most  important 
question  as  to  the  profits  derived  from  the  note  circulation  and  the 
loss  on  the  coinage.  There  is  also  another  interesting  question 
often  raised.  Why  should  the  Bank  of  England  and  the  Govern- 
ment bear  the  expense  attending  upon  our  gold  reserve?  The 
whole  subject  is  of  such  importance  that  it  might  readily  be  hoped 
that  its  true  and  correct  solution  is  the  crux  of  the  whole  question. 
But  as  it  would  probably  entail  the  absolute  severance  of  the 
issue  and  the  Banking  Department  of  tlie  Bank  of  England,  it 
is  not  likely  to  go  any  further. 
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Bank  Reserves. 

It  is  substantially  agreed  that  Bank  reserves  should  be  increased. 
It  has  been  pithily  remarked,  "Each  bank  is  now  willing  to  admit 
that  other  banks  do  not  keep  large  enough  reserves."  One  of  the 
most  astounding  suggestions  made  is,  that  each  bank  should  keep 
its  own  reserve.  As  to  the  percentage  of  reserve,  each  bank  should 
keep  it  is  only  natural,  that  reference  should  be  made  to  the 
other  instance  known,  and  that  is  the  American  system.  In  what 
are  known  as  "Reserve  Cities"  in  the  United  States,  the  National 
Banks  have  to  keep  a  reserve  of  25  per  cent  of  their  deposits  in 
lawful  money  of  the  United  States,  outside  those  limits  15  per 
cent. 

The  deposits  in  this  country  are  estimated  at  about 
£650,000,000.  Suppose,  thei'efore,  it  was  decided  to  adopt  a 
similar  system,  there  would  have  to  be,  say  at  10  per  cent  only,  an 
amount  set  asideof  nolessthan<£65,000,000.  This  amount  of  capital 
now  used  in  innumerable  ways,  would  practically  be  withdrawn 
from  use.  If  that  amount  had  to  be  held  in  gold,  the  withdrawal 
of  so  large  an  amount  could  only  be  effected  by  curtailing  facilities 
to  traders,  merchants,  and  the  commercial  interests  of  the  country, 
■which  would  inflict  endless  misery,  or  by  realising  securities  to  that 
extent.  Either  course  might  result  in  panic.  If  it  had  been 
suggested  that  as  we  went  to  France  and  Russia  for  a  loan  of  gold  we 
might  go  to  Germany  and  America  for  advice;  such  scheme  as  has 
been  referred  to  might  have  been  expected  from  our  shrewd  German 
or  no  less  acute  American  friends,  or  from  any  other  of  our 
competitors.  To  voluntarily  withdraw  that  amount  of  capital  and 
bury  it  in  the  safes  of  the  banks  all  over  the  country,  where  it  could 
be  of  no  earthly  use  to  anyone  and  infinite  trouble  to  the  banking 
world,  will,  I  think,  be  at  once  scouted  as  utterly  futile. 

London  Bankers'  Balances. 

How  frequently  during  the  late  crisis  has  reference  been  made 
to  the  fact  that  the  Bank  of  England  is  pre-eminently  the  bankers 
bank.     It  is  worthy  of  a  little  inquiry  how  far  and  to  what  extent 
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this  is  true.  From  time  to  time  we  have  seen  the  total  amount 
of  the  London  bankers'  balances  held  by  the  Bank  of  England. 
What  we  never  have  had  an  authentic  report  of  is,  the  amount  of 
the  country  joint-stock  banks'  balances  held  by  the  London 
bankers  and  discount  houses.  It  has  been  estimated  that  these 
balances  alone  amount  to  £45,000,000.  To  this,  however,  should 
be  added  also  the  total  call  money  belonging  to  the  English 
private  bankers.  If  also  to  this  be  added  the  money  held  in 
London  at  call  on  behalf  of  the  Scotch,! Irish,  and  Colonial  banks, 
estimated  at  £50,000,000,  it  will  readily  be  seen  that  the  phrase 
the  bankers'  bank  is  by  no  means  as  correct  as  probably  we  could 
like,  and  no  doubt  would  be  desirable.  In  the  year  1877,  when 
the  Bank  of  England  discontinued  publishing  the  balances  held 
by  the  London  bankers,  the  largest  amount  held  during  the  year 
amounted  to  £13,307,000  on  January  10th,  1877,  with  Bank 
rate  at  2  per  cent ;  the  lowest  amount,  £7,976,000,  on  May 
16th,  1877,  with  Bank  rate  at  3  per  cent. 

On  the  other  hand,  suppose  every  bank  in  the  country  did 
actually  deposit  with  the  Bank  of  England,  and  undertook  to  build 
up  gradually  a  genuine  reserve  until  they  held  only  5  per  cent 
(£32,500,000)  of  their  total  deposits,  under  certain  conditions, 
there  would  be  undoubted  advantages  to  all  concerned.  One  of 
the  conditions  might  be  the  payment  of  the  debt  of  the  Govern- 
ment to  the  Bank  of  England  in  gold.  This  would  so  alter  the 
conditions  of  the  note  issue  that  every  bank  note  issued  would  be 
against  gold  and  none  against  securities  held  at  the  Bank  of  England. 
The  Government  having  set  the  example,  and  abolished  one 
serious  complication,  and  so  simplified  the  difficulties  connected 
with  the  note  issue  of  the  country,  practically  the  difierence,  or 
rather  the  preference,  of  gold  to  notes  would  cease,  Naturally  the 
the  use  of  one-pound  notes  would  extend  rapidly  in  popularity. 
Bank  notes  could  be  placed  in  circulation  to  the  full  extent  of 
the  gold  held.  The  banks  all  over  the  country  would  gladly  avail 
themselves  of  the  opportunity  of  exchanging  the  £40,000,000  of 
light  gold  coin  for  one-pound  notes. 
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By  the  Act  of  1844  the  entire  working  of  the  currency  is 
automatic ;  it  would  still  be  automatic,  but  much  simpler,  from 
the  fact  that  every  note  would  be  represented  by  so  much  gold  at 
the  Bank  of  England,  which  is  not  the  case  now. 

Foreign  Governments  in  want  of  a  large  supply  of  gold, 
and  declining,  of  course,  to  take  Bank  of  England  notes  away, 
would  present  through  their  agents  here  the  notes  to  the  Bank  of 
England  Issue  Department  to  be  exchanged  for  gold  with 
precisely  similar  effect  as  now.  Not  only  would  the  gold  in  the 
country  be  to  that  extent  so  much  less,  but  also  the  note  circula- 
tion would  be  reduced  to  the  same  extent.  It  would  practically 
amount  to  this,  that  the  country  had  paid  off  a  debt,  or  that  it  had 
paid  so  much  gold  for  commodities  received. 

The  present  system  of  issue  would  be  unchanged  so  far  as 
regards  the  Bank  of  England,  except  that  there  would  be  no  issue 
against  securities.  Every  note  issued  would  be  issued  against 
gold.  Let  us  assume  that  £25,000,000  of  light  coin  was  with- 
drawn in  exchange  for  one-pound  notes — 

Gold  in  Bank  of  England £14,000,000 

Gold  per  Government 11,000,000 

Light  Gold 25,000,000 

Against  a  similar  amount  of  Notes  issued..  £50,000,000 

The  Note  Circulation. 

Suppose  such  circumstances  arise  as  may  make  it  imperative 
that  more  notes  should  be  issued,  however  improbable  it  might 
appear  under  the  new  order,  would  it  be  unreasonable  to  give  the 
Bank  of  England  power  to  issue  notes  to  the  extent  of  the  Bank's 
deposits,  say  £32,500,0001  If  such  power  were  given  the  Bank, 
where  would  ever  arise  the  necessity  for  anxiety,  or  the  leaning 
upon  the  Government  for  a  suspension  of  the  Bank  Act  1  If  also 
agreed  that  whenever  such  issue  were  acted  upon  that  the  banks 
were  to  receive  on  those  deposits  a  fine  of  5  per  cent  on  every  note 
so  issued,  as  in  Germany,  would  that  not  be  sufficiently  deterrent 
to  the  Bank  of  England  against  using  the  power  unnecessarily  1 
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Again,  a  most  melancholy  feature  of  the  Bank  of  England  of 
the  present  day  arises  from  the  fact  that  it  has  lost  control  of  the 
money  market.  It  might  be  desirable  to  enact  that  the  gold  reserve, 
when  any  serious  depletion  takes  place,  say  below  £35,000,000, 
providing  that  if  the  Bank  rate  shall  be  increased  to  5  per  cent, 
all  the  banks  in  the  country  should  bind  themselves  to  discount  no 
bills  below  the  minimum  Bank  rate.  The  history  of  almost  every 
panic  discloses  this  fact,  that  when  the  Bank  has  received  power 
to  issue  notes  beyond  its  fixed  legal  limit,  the  panic  ceased.  The 
convertibility  of  the  note  has  never  been  doubted.  The  real 
meaning  of  the  Act  being  suspended  is  not  that  it  has  been  released 
from  the  responsibility  to  pay  its  notes  in  gold,  but  that  it  has 
been  permitted  to  add  to  its  liabilities  without  adding  to  its  gold 
reserves. 

It  may  be  asked,  why  should  the  Bank  of  England  have  this 
additional  labour  and  responsibility  thrown  upon  it — for  the  issue 
of  one-pound  notes  would  add  greatly — beside  entailing  much 
expense  ?  It  should  not  be  forgotten  that  the  Bank  of  England  enjoys 
exceptional  privileges  ;  there  is  the  profit  on  the  note  circulation,  on 
the  management  of  the  public  debt,  and  on  the  balances  of  the  public 
accounts.  The  Bank  of  France,  in  consideration  of  an  extension  of 
its  charter,  is  now  willing  to  make  an  annual  payment  to  the  State, 
to  undertake  the  management  of  the  Government  debt  free  of 
charge,  and  to  lend  to  the  Government  several  millions  free  of 
charge.  The  Bank  of  Germany  also  shares  its  profits  with  the 
State.  The  Government  is  in  effect  a  competing  bank  in  the 
Post  Ofl&ce  Savings  Bank,  and  holds  over  a  hundred  millions  of 
deposits,  with  absolutely  no  gold  reserve  save  the  actual  till  money, 
estimated  to  amount  to  about  half  a  million  only.  Therefore  if  all 
banks  are  to  take  part  in  the  formation  of  a  gold  reserve,  it  is  only 
reasonable  that  the  Government  should  set  the  example,  and  the 
debt  to  the  Bank  of  England  is  about  10  per  cent  of  the  Savings 
Bank  deposits.  The  Government  could  withdraw  from  the 
Savings  Banks,  tax  collectors,  &c.,  light  gold  in  exchange  for 
one-pound  notes,  and  both,  by  means  of  the  Post  Office  Savings 
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Banks  aud  in  payment  of  wages  to  Governmen  employes,  place  in 
circulation  one-pound  notes  in  place  of  gold  to  a  very  large  extent. 
What  with  the  banks  and  the  Government  both  acting  in  the 
same  direction,  there  would  naturally  be  a  great  drain  of  gold 
from  the  pockets  of  the  people,  and  the  safes  and  tills  of  the  banks, 
which  would  all  go^to  swell  the  gold  reserve. 

"  By  the  Bank  Act  of  1844  the  Bank  was  divided  into  two 
departments — the  Issue  Department  and  the  Banking  Department. 
The  Directors  were  to  transfer  to  the  Issue  Department  securities 
to  the  value  of  £14,000,000,  of  which  the  debt  due  by  the  Govern- 
ment to  the  Bank  was  to  be  a  part ;  and  also  so  much  of  the  gold 
coin  and  gold  and  silver  bullion  as  should  not  be  required  for  the 
Banking  Department.  The  Issue  Department  was  then  to  deliver 
over  to  the  Banking  Department  an  amount  of  notes  exactly  equal 
to  the  securities,  coin,  and  bullion  so  deposited  with  them.  The 
Banking  Department  was  forbidden  to  issue  notes  to  any  persons 
whatever,  except  in  exchange  for  other  notes,  or  such  as  they 
received  from  the  Issue  Department,  in  terms  of  the  Act." 

Such  is  the  description  given  by  McLeod,  in  the  "  Elements 
of  Banking,"  of  the  conditions  of  the  note  issue.  Since  the 
passing  of  the  Act,  however,  the  Bank  having  power  to  add  to 
its  issue  as  private  note-issuing  banks  ceased,  its  total  power  of 
issuing  notes  is  now  limited  to  £15,000,000,  plus  the  amount  of 
bullion  held  by  the  Issue  Department. 

Here  would  naturally  take  place  a  discussion  on  the  principles 
of  currency.  I  have  no  intention  whatever  of  entering  upon  so 
interminable  a  subject.  I  prefer  to  place  these  suggestions  in  as 
practical  a  manner  as  possible,  however  imperfect  and  incomplete 
they  may  be,  feeling  confident  mere  theorising  is  not  likely  to  lead 
to  any  result  whatever. 

In  point  of  fact,  simplification  of  the  whole  basis  of  the  gold 
reserve  and  the  note  issue  is  the  aim,  and  it  is  because  nothing  has 
tended  so  much  to  complicate  this  question  as  the  note  issue 
against  securities,  that  I  suggest  the  total  extinction  of  such  for 
the  future,  and  have  every  bank-note  in  the  United  Kingdom 
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issued  on  a  solid  gold  basis,  that  I  propose  the  formation  of  a 
gold  reserve  on  such  a  scale  as  it  ought  to  be.  At  present,  how- 
ever, we  will  omit  from  all  consideration  the  private  bank,  the 
Scotch  and  Irish  note  circulation. 

There  are  some  who  are  under  the  impression  that  the  gold 
reserve  is  neither  more  nor  less  than  so  much  capital  lying  waste, 
so  much  capital  withdrawn.  Take  the  £36,000,000  withdrawn 
from  the  general  circulation  in  exchange  for  one-pound  notes.  Is 
the  gold  in  the  pockets  of  the  people  productive  of  interest,  or  the 
gold  so  greatly  in  excess  of  the  requirements  of  the  banks  at  certain 
times  of  the  year — is  that  anything  but  a  loss  to  the  banks  so 
much  dead  weight?  The  withdrawal  of  the  light  gold  would 
enable  the  banks  to  carry  on  their  business  with  much  smaller 
quantities  of  coin,  and  to  that  extent  would  be  a  very  decided  gain, 
not  only  to  the  banks,  but  would  set  free  so  much  unused  capital. 
The  total  effect  would  be  that  the  gold  in  the  pockets  of  the 
people  and  the  tills  of  the  banks  would  be  reduced  to  the  extent  of 
£36,000,000,  while  the  Bank  reserve  would  be  to  that  amoimt 

increased. 

Bank  Rate. 

Mr.  Cobb,  in  "  Threadneedle  Street,"  illustrates  the  growing 
impotence  of  the  Bank  of  England  to  regulate  the  value 
of  money  by  the  Bank  rate,  but  here  I  need  only  remind 
you  that  now  the  rate  upon  which  bills  are  discounted,  &c., 
is  no  longer  the  Bank  rate  but  the  market  rate.  The  Bank  rate, 
when  it  actually  did  command  the  value  of  money,  was  in  every 
way  more  satisfactory  than  the  existing  sometimes  difficult  to 
ascertain  market  rate — difficult  especially  if  wanted  for  reterence 
after  some  time  has  elapsed,  whereas  the  Bank  rate  could  easily  be 
referred  to.  It  might  be  to  the  interest  of  bankers  generally  to 
reinstate  the  Bank  rate  to  its  former  position.  By  the  adoption 
of  this  plan  every  bank  would  be  dii-ectly  interested  in  the  gold 
reserves.  It  might  not  be  impossible  to  obtain  the  consent  of  all 
bankers  whenever  Bank  rate  had  to  be  raised  to  5  per  cent  to 
protect  the  gold  reserve  to  agree  to  keep  to  5  per  cent  firm  for  all 
discounting. 
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The  Suspension  of  the  Bank  Act. 

We  have  considered  the  gold  reserve,  note  circulation,  and  the 
Bank  rate.  We  now  come  to  consider  what  may  be  termed  the  safety 
valve.  These  are  the  chief  factors  in  every  panic.  The  gold 
reserve  goes  down,  the  Bank  rate  goes  up,  the  note  circulation  is 
hard  and  fast  until  the  two  former  have  almost  done  their  worst ; 
then  comes  the  safety  valve,  the  suspension  of  the  Bank  Act, 
followed  by  instant  relief.  To  abolish  absolutely  the  phrase 
'*  suspension  of  the  Bank  Act "  would  reflect  honour  on  Mr. 
Goschen,  or  any  Government  that  would  remove  what  is  to  the 
disgrace  of  the  nation,  at  least  in  the  eyes  of  all  Continental 
nations.  Would  it  not  be  essentially  provided  for  by  giving  the 
Bank  of  England  power  to  issue  in  times  of  pressure  notes  to  the 
full  extent  of  the  balances  of  the  banks  on  their  deposits,  subject 
to  the  payment  of  a  fine  of  5  per  cent  1 

Briefly  formulated,  a  definite  scheme  might  be  thus  tabulated : — 

Every  bank  recognising  the  duty  of  keeping  a 
larger  reserve,  undertakes  to  build  up  gradually 
and  as  agreed  upon  a  reserve  until  it  amounts 
to  5  per  cent  of  their  deposits  respectively,  to 
be  held  at  the  Bank  of  England say    £32,500,000 

That  the  Government  debt  to  the  Bank  of  England 

be  paid  ofiF  gradually  in  gold  say         1,000,000 

That  the  banks  be  entitled  to  receive  one-pound 

notes  in  exchange  for  light  gold say       25,000,000 

To  which  is  added  the  gold  reserve  held   by  the 

Bank  of  England   14,000,009 

Total  gold  reserve  at   Bank  of  England  against 

which  notes  may  be  issued  to  the  full  extent    ...    £50,000,000 

Should  the  gold  reserve  ever  fall  below,  say  £35,000,000,  the 
banks  give  an  undertaking  they  will  not  discount  at  less  than 
Bank  rate.  If  the  necessity  ever  arise  that  an  increase  of  bank 
notes  be  issued  beyond  the  gold  held,  the  Bank  be  empowered  to 
issue  notes  to  the  extent  of  the  Bank  deposits,  subject  to  a  fine  of 
5  per  cent,  to  be  divided  j)'>'o  Tata  among  the  banks'  deposit 
reserve. 
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Although  it  must  not  be  expected  that  this  or  any  other  plan 
will  ever  absolutely  prevent  over-trading  or  over-speculation,  or 
times  of  pressm'e  and  anxiety,  among  the  many  advantages  that 
would  be  gained  are  the  following  : — 

1.  The  suspension  of  the  Bank  Act  would  be  heard  of  no 

more. 

2.  It  would  be  impossible  for  any  firm,  however  great,  to 

raise  or  lower  the  Bank  rate  as  it  pleased. 

3.  There  would  be  no  need  to  fear  any  syndicate  withdrawing 

gold  to  the  extent  of  millions. 

4.  In  times  of  pressure  or  crisis  there  would  be  confidence  in 

the  automatic  action  of  the  Bank  to  issue  notes  to  the 
full  extent  of  the  demand. 

5.  While  with    such    scheme   as    the   one   proposed    there 

probably  would  never  again  arise  circumstances  likely  to 
lead  to  panic,  at  least  from  financial  or  commercial 
causes.  In  times  of  war  it  is  difiicult  to  see  how,  with 
the  most  perfect  system,  panic  is  to  be  avoided. 

It  might  have  been  a  much  simpler  matter  to  have  confined 
this  paper  to  the  historical  incidents  of  the  financial  panics  of 
1866  and  1890,  and  entered  more  into  detail.  But  in  the  com- 
mercial world  the  events  of  a  year  or  two  ago  become  speedily 
ancient  history.  If  any  suggestions  here  ofiered  as  the  basis  of  a 
scheme,  that  in  discussion  may  be  developed  into  practical  working 
form — a  want  so  much  needed  to  place  our  monetary  institutions 
on  a  firmer  footing — I  shall  feel  that  this  paper  has  not  been 
without  some  use. 
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The  ordinary  meetings  held  during  this  session  have  been 
somewhat  fewer  than  usual,  being  only  four  in  number,  at  which 
the  following  papers  were  read,  viz.  : — 

By  the  President,  Professor  Munro,  on  "Wages  and  Hours  of 
Working  in  the  Coal  Industry  in  France,  Germany,  and  England.' 

By  Mr.  George  H.  Pownall,  on  "  Bank  Pieserves,  the  Central 
Stock  of  Gold,  and  One-pound  Notes." 

By  Dr.  R.  M.  Pankhurst,  on  "The  Companies  Act,  1862,  and 
subsequent  Acts  and  suggested  Amendments." 

By  Mr.  John  Sutcliffe,  on  "The  Financial  Crises  of  1866 
and  1890." 

Of  the  other  papers  mentioned  in  the  syllabus  for  the  session, 
that  by  Mr.  Axon,  on  "  The  Progress  of  Lancashire,"  has  been 
postponed,  owing  to  the  delay  in  publishing  the  returns  of  the  last 
census ;  and  the  paper  offered  by  our  esteemed  corresponding 
member,  Mr.  Stephen  Bourne,  could  not,  by  reason  of  the  pressure 
of  his  other  engagements,  be  ready  before  the  end  of  May.     The 
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Council,  liaving  regard  to  the  difficulty  of  securing  a  large 
gathering  of  members  after  Easter,  requested  him  to  hold  it  over 
uutil  the  beginning  of  next  session,  which  he  has  agreed  to  do. 
Professor  Foxwell  has  also  been  unable,  by  reason  of  ill-health, 
to  prepare  his  promised  paper  on  "  The  Silver  Question." 

The  number  of  members  now  on  the  roll  is  168.  During  the 
session  5  members  have  been  elected  and  14  members  have 
retired  or  died. 

The  Council  desire  to  record  their  deep  sense  of  the  loss 
sustained  by  this  Society,  in  common  with  so  many  other  societies 
and  institutions  in  IManchester,  by  the  death  of  their  highly- 
esteemed  member  Mr.  Oliver  Heywood,  one  of  the  oldest  members 
of  the  Society,  and  one  who  always  took  a  lively  interest  in  its 
welfare. 

To  the  Royal  Statistical  Society  of  London,  the  Board  of 
Trade,  and  to  various  corresponding  members  (amongst  whom 
special  mention  must  be  made  of  Signor  Louis  Budio,  M.  Alfred 
de  Foville,  Professor  Joseph  Erben,  and  Herr  Josef  Kcirosi)  the 
Council  are  again  indebted  for  valuable  contributions  to  the 
Society's  Library. 

The  accounts  of  receipts  and  expenditure  appended  to  this 
report  show  a  balance  of  £243  3s.  Id.,  now  in  favour  of  the 
Societv. 
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Alexander,   J.   F.,    San    Remo,    St. 

John's  Road,  Ipswich. 
Bodio,  Signor  Louis,  Rome. 
Boissevain,  G.  M.,  Amsterdam. 
Bourne,  Stephen,  Wallington. 
Chervin,  Dr.  Arthur,  Paris. 
De  Foville,  M.  Alfred,  Paris. 
Engel,  Dr.,  Statistical  Department, 

Berlin. 
Erben,  Professor  Joseph,  Statistical 

Bureau,  Prague. 
Gibson,  R.  Henry,   Taranakai,  New 

Zealand. 


Greenwood,  J.G.,  LL.D.,  Eastbourne 

Greven,  H.  B.,  Leyden. 

Hansen,  Mons.  Falbe,  Copenhagen, 

Hayter,  Henry  H.,  Govt.  Statist, 
Melbourne. 

K5rosi,  Herr  Josef,  Buda-Pesth. 
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Palgrave,  R.  H.  Inglis,  Great  Yar- 
mouth. 

Rawlinson,  Sir  Robert,  K.C.B. 
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Westminster,  The  Lord  Archbishop 
of. 


N.B. — Members  are  requested  to  inform  the  Secretaries  (at  25,  Booth 
Street,  Manchester)  of  any  change  in  their  address. 


INDEX  TO  THE  TRANSACTIONS, 

Session,  1891-2. 


BY  GEORGE  H.  POWNALL. 

Banking:  George  H.  Pownall  on  "Bank  Reserves,"  the  central 
stock  of  gold  and  £1  notes,  13;  Mr.  Goschen  and  the 
financial  crisis,  1890;  Mr.  Goschen  and  the  Bank  of  England, 
14  ;  Bank  of  England  note  issue,  14  ;  need  for  larger  bankers' 
reserves,  15;  lessened  use  of  coin,  15;  estimates  of  gold  in 
England,  16;  Bank  of  England — relative  smallness,  17; 
Bank  of  England  annual  average  total  deposits  and  London 
bankers'  balances,  18;  the  use  of  bankers'  balances  by  Bank 
of  England,  18;  lowest  reserve  and  total  private  deposits, 
Bank  of  England,  1878-1891,  19;  our  reserve  system,  a 
system  of  chance,  21;  Bank  of  England  transactions,  1844- 
1877,  22,  23;  impossible  remedies  for  present  state  of 
bankers'  reserves,  24  ;  true  way  of  keeping  reserves, 
25  ;  primacy  of  Bank  of  England,  26 ;  effect  on  gold 
stock  of  country  if  bankers'  reserves  kept  in  notes,  27  ;  causes 
of  panic,  28-30  ;  total  deposits,  of  banks,  United  Kingdom,  31  ; 
who  shall  hold  the  reserves,  31  ;  Mr.  Goschen's  currency  and 
banking  proposals,  31,  32  ;  Mr.  Lowe's  Bill,  32  ;  Bank  Charter 
Act,  1844,  operation  of,  33  ;  power  to  suspend  Bank  Charter 
Act  in  crises,  33  ;  Bank  of  England  and  crises,  35 ;  growth  of 
banking  and  custody  of  reserves,  37  ;  relation  of  Bank  of 
England  to  other  banks,  37  ;  Bank  of  England  as  the  Govern- 
ment agent,  38  ;  panics  a  consequence  of  oiir  banking  system, 
39 ;  inadequacy  of  our  banking  reserves,  41 ;  responsibility 
of  the  banks,  42 ;  England,  the  free  gold  market,  43 ; 
management  of  Bank  of  England  and  crises,  44  ;  no  savings 
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banks  reserves,  45 ;  services  of  bankers  to  trade,  47  ;  Mr. 
Goschen's  currency  and  banking  scheme,  50-60  ;  great  banks 
of  Europe,  60,  61  ;  Bank  of  England  and  the  Baring  crisis, 
61,  62  ;  Mr.  Lowe's  Bank  of  England  Bill,  66,  68  ;  Imperial 
Bank  of  Germany,  6S,  69  ;  Crawford,  Governor  of  Bank  of 
England,  1873,  on  crises,  69-71  ;  proportional  use  of  money 
and  credit  documents  in  English  banks,  71,  72  ;  Bank  of 
England's  transactions,  1844-89,  73-75;  Bank  of  England 
fluctuations  in  rate  of  discount,  1866,  100;  Chancellor's 
letter  and  Governor's  reply,  1866  ;  action  of  Bank  of  England, 
Overend  crisis,  1866,  105;  the  Btiring  liquidation,  109; 
form  of  guarantee  in  Baring's  liquidation,  109;  position 
of  the  Bank  of  England,  1890,  110;  action  of  Bank 
of  England  in  preventing  panic,  110;  Mr,  Goschen  on  the 
Baring  crisis,  111,  112;  Mr.  Goschen's  proposals,  112,  113; 
publication  of  bank  accounts,  113;  £1  notes,  113;  Mr. 
Goschen's  Budget  speech,  1889,  114;  bank  reserves,  115; 
utterly  futile  suggestion  that  banks  should  keep  their  own 
reserves,  115;  astounding  suggestion  that  each  bank  should 
keep  its  own  reserves,  115  ;  need  for  an  authentic  statement 
of  country  bankers'  money  held  by  London  bankers  and 
discount  houses,  116;  proposal  that  bankers  should  hold  at 
Bank  of  England  in  reserve  5  per  cent  of  their  deposits,  116  ; 
repayment  of  the  Government  debt  to  the  bank,  116;  the 
withdrawal  of  light  gold,  117  ;  power  in  case  of  need  to  issue 
notes  against  deposits  in  Bank  of  Eugland,  117;  legal  pro- 
hibition to  discount  below  bank  rate  under  given  circum- 
stances, 118;  the  Bank  of  England  and  £1  notes,  118; 
constitution  of  the  Bank  of  England  under  Act  of  1844, 
119  ;  growing  impotence  of  the  bank  rate,  120 ;  the  suspension 
of  the  Bank  Act,  121  ;  scheme  for  establishing  a  gold  reserve, 
and  lessening  risk  of  panic,  121,  122. 

Coal,  Prof.  J.  E.  C.  Munro,  on  "  Wages  and  Hours  of  Working  in 
France,    Germany,    and    England,"  1  ;     production    of  coal, 
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1889,  1  ;  French  imports  of  coal,  2  ;  German  production  of 
coal,  1888-89,3;  wages  in  English  mines,  7;  weekly  hours, 
hewers,  and  other  underground  workers,  surface  men, 
England,  Scotland,  "Wales,  8 ;  average  wages  of  English 
miners,  1885,  9  ;  effect  of  higher  wages  and  shorter  hours, 
English  mining  industries,  10  ;  special  advantages  of 
England,  10. 

Companies  Act,  1862,  and  subsequent  Acts  and  suggested  amend- 
ments, 77,  by  Dr.  Pankhurst ;  principles  of  law  and  practice 
adopted  by  English  courts  with  regard  to  private  partner- 
ships, 77 ;  principles  applied  to  joint-stock  companies,  77  ; 
partnership  en  commandite,  80 ;  operation  of  Act,  1862 ; 
difficulties,  80  ;  are  amendments  in  present  law  required  ? 
81  ;  Directors'  Liability  Act  of  1890,  84-86  ;  remedies  given 
by  section  3  ;  Directors'  Liabilities  Act,  1890,  86  ;  provisions 
of  section  38,  Companies'  Act,  1867,  91,  92;  Mr.  David 
Chadwick's  Bill,  1877,  93  ;  Waiver  clauses  in  Prospectus,  94; 
Companies  Act,  1862,  k,c.  ;  protective  provisions  for  share- 
holders of  section  35,  Companies  Act,  1862  ;  are  the  pro- 
tective legal  provisions  applicable  to  shareholders  and 
investors  in  companies  sufficient,  and  grounded  on  right 
principles,  96-98. 

Cornwall :  Method  of  fixing  mining  wages,  4. 

Crises  of  1866-1890,  Mr.  John  Sutcliffe  on,  99  ;  vast  importance 
of  history  of  financial  crises,  19th  century,  99  ;  special 
interest  crises,  1866-1890,  99  ;  Overend  Gurney  and  Co., 
Limited,  100,  102;  the  Chancellor's  letter,  crisis  1866,  102  ; 
Letter  from  Governor  of  the  Bank,  1866,  104  ;  Baring  crisis, 

1890,  105  ;  premonitory  symptoms  of  crisis,  1890,  105,  106  ; 
the  Baring  crisis,  107  ;  the  Baring  liquidation,  109;  form  of 
guarantee  for  liabilities  of  the  Barings,  109  ;  causes  of  failure 
of  Overends  and  Barings,  110  ;  indirect  losses  through  the 
Barings,  111  ;  Mr.  Goschen  (quoted)  on  dangers  of  the 
Baring  crisis.  111. 
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Crises  and  panic  j  crises  of  1890;  our  banking  system  and 
panic,  15  ;  causes  of  panic,  28  ;  panic  of  1839,  29  ;  panics 
of  184:7-1857,  29  ;  power  to  suspend  Bank  Charter  Act  in 
crises,  33,  34 ;  Bank  of  England  and  crises,  35 ;  panics, 
consequence  of  our  banking  system,  38  ;  Mr.  Goschen  on 
Baring  crisis,  39  ;  tlie  management  of  a  crisis,  -10  ;  manage- 
ment of  the  bank  and  crises,  44 ;  £1  notes  and  crises,  48  ; 
Air.  Goschen's  currency  scheme,  50,  60  ;  Mr.  Goschen  on 
the  Rank  of  England  and  the  Baring  crisis,  61  ;  Crawford* 
Governor  Bank  of  England,  1873,  on  crises,  69-71;  importance 
of  history  of  crises,  99;  crises  of  1866  and  1890,  99,  122. 

Currency:  Currency  and  banking  not  identical,  13;  estimates  of 
gold  in  circulation  in  England,  16  ;  Mr.  Goschen's  currency 
proposals,  31,  32  ;  £1  notes,  48  ;  Martin  and  Palgrave's 
estimate  of  gold  in  English  circulation,  49  ;  Mr.  Goschen's 
currency  scheme,  50,  64;  Mr.  Lowe's  Bill,  QQ,  68;  use  of 
coin  and  notes,  cheques  and  bills,  in  England,  71,  72; 
currency  an  interminable  subject,  119. 

DiRKCTORS'  Liability  Act,  1890  (quoted),  84  ;  remedies  given  by 
section  3,  86. 

England  :  Wages  and  hours  of  labour,  coal  industry,  1  ;  hours  of 
labour,  hewers,  other  underground  workers  and  surface  men, 
England,  Scotland,  and  Wales,  8  ;  average  wages  of  miners, 
1885,  9. 

France  :  Wages  and  hours  of  labour  in  the  coal  industry,  1  ; 
production  of  coal,  1889;  imports  of  foreign  coal,  2;  number 
of  miners,  and  production  in  districts,  2. 

Oermany  :  Wages  and  hours  of  labour,  coal  industry,  1  ;  produc- 
tion of  coal,  1888-1889,  2. 

LiDDERDALE,  Right  Hon.  Wm.,  his  services  to  trade  as  Governor 
of  the  Bank  of  England,  62. 

MuNRO,  Professor  J.  E.  C,  on  "  Wages  and  hours  of  working 
in  the  coal  industry  in  France,  Germany,  and  England,"  1, 
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Pankhurst,  Dr.,  on  "The  Companies  Act,  1862,  and  subsequent 

Acts  and  suggested  Amendments,"  77. 
Pownall,  George  H.,  on  "  Bank    Reserves,  the   central   stock   of 

gold  and  £1  notes,"  13. 
SuTCLiFFE,  John,  on  "  The  Financial  Crises  of  1866  and  1890,"  99. 
Wages  in  the  coal  industry,  France,  Germany,  and  England,  1  ; 
in    French  mines,   2  ;  wages    in    German   coal    industry,    4  ; 
method  of  fixing  wages,   Cornwall,    5  ;  details  wages,  German 
mines,  6  ;  wages  in  English  mines,  7  ;  average  wages  English 
miners,  1885,  9. 
Tables  : — 

Banking — Annual     average     London    bankers'    balances    with 

Bank  of  England,  1844,  76,  and  total  deposits,  18. 

„  Bank  of  England,  lowest  reserve   1878-91  ;  private 

deposits  on  same  dates,  19. 
„  Bank  of  England,  1844-1877  ;  proportion  of  reserve 

to  liabilities,  proportion  after  deducting  London 
bankers'  balances,  proportion  of  bankers'  balances 
to  total  reserve,  22,  23. 
,,  Bank  of  England  details,  1875-77,  23. 

„  Bank  of  England,  active  circulation,  1844-90,  50. 

„  Mr.  Goschen's  scheme,  details,  50,  60. 

„  Bank  of  England  transactions,  1889-91,  68. 

„  Bank  of  England  transactions  1544-1889,  73-75. 

,,  Bank   of    England     fluctuations  in  rate  of  discount, 

1866,  100. 
Coal — Workers  in  French  mines,  2  ;  average  output  and  wages, 
French  mines,  in  districts,  2. 
,,  Production  of  coal,  Germany  1888-89,  3. 

,,         Wages  in  German  coal  mines,  6. 

„         Hours  of  hewers,  other  underground  workers,  surface- 
men, England,  Scotland,  and  Wales,  7. 
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EXTRACTS     FROM     THE     RULES 

OF    THE 

MANCHESTER    STATISTICAL    SOCIETY. 


Established  1833. 


Preamble. — The  objects  of  the  Manchester  Statistical  Society 
are — The  collection  of  facts  illustrative  of  the  condition  of  Society, 
and  the  discussion  of  subjects  of  Social  and  Political  Economy, 
totally  excluding  party  politics. 

Interpretation  Clause. — In  these  Rules  the  masculine  shall 
include  the  feminine  gender. 

Rule  1. — Every  ordinary  member  shall  pay  an  annual  subscrip- 
tion of  half-a-guinea,  or  may  at  any  time  compound  for  his  future 
subscriptions  by  paying  at  once  the  sum  of  five  guineas.  Every 
new  member  shall,  on  election,  pay  an  admission  fee  of  half-a- 
guinea  ;  but  members  elected  at  the  last  ordinary  meeting  of  any 
session  shall  not  be  charged  with  the  annual  subscription  for  that 
session. 

2. — The  annual  subscription  shall  be  due  in  advance  on  the  1st 
of  October  in  each  year. 

3. — Gentlemen  distinguished  for  their  ability  and  zeal  in  culti- 
vating Statistical  inquiries,  and  living  at  least  twenty  miles 
distant  from  Manchester,  may  be  admitted  as  corresponding  mem- 
bers.    No  subscription  shall  be  required  from  them. 

4. — The  ordinary  meetings  shall  be  held  during  the  Society's 
session,  viz.,   from  the  1st  of  October  to  the  1st  of  July,  with 
intervals  not  exceeding  six  weeks  between  each  meeting. 
NOTE. — The  Society's  Library  is  by  arrangement  with  the  Cor- 
poration of  Manchester  deposited  at  the  Free   Reference 
Library,  King  Street,  and  is  open  daily.     Members  desiring 
to  borrow  books  can  do  so  on  obtaining  an  order  from  one 
of  the  Honorary  Secretaries,  viz.,  Mr.  F.  E.  M.  Bear^sall, 
25,    Booth   Street;  or   Mr.    T.    A.    Scholes,    London    and 
Midland  Bank,  Limited,  King  Street,  Manchester. 


